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Great Britain's 
Export Drive 
Is One-Sided 


By PAUL EINZIG 


Dr. Einzig analyzes Britain’s export 
predicament arising from excessive 
sales to “soft currency” countries 
and insufficient sales to U. S. and 
other “hard 
currency’ 
nations. Holds 
par values of 
soft currencies 
are overval- 
ued and will 
lead to losses 
and states it is 
now realized by 
British that ex- 





porters should, 


| situation 


divert ship- 
ments to “hard 
money” 
tries. 
There is a growing interest in 
Britain in the essentially one- 
sided character of the much-ad- 
vertised export drive. It is now 
realized that the result of export 
surpluses to countries which do 


Dr. Paul Einzig 


not pay for them either because | 


they have no gold reserves or be- 
cause they are Britain’s creditors 
—is in practice simply to relin- 
quish a large part of the proceeds 
of the dollar loan in favor of those 
countries. For there can be no 
doubt about it that the deficit of 
Britain’s trade balance with “hard 


currency” countries is to a by no 
means negligible extent due to 
(Continued on page 611) 
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The Outlook for Income 


And Spending 


By RAGNAR D. NAESS* 
Partner, Naess & Cummings, New York City 


Asserting our economy will continue to develop along same lines 
as late in 1946 and is close to postwar peak Mr. Naess points out, 
as powerful economic forces: (1) a high rate of capital formation; 
(2) rapid accumulation of inventories; and (3) release of heavy 
consumer spending. Holds these factors will provide large em- 
ployment and incomes and their combined effect will be about same 


as last year. 


Sees continuation of consumer spending at high level 


with improved situation for consumers’ durable goods. 


We are entering the year 1947 


under conditions that are in many 


respects unprécedented in our economic history. Many comparisons 


have been 
made between 
the present 
situation and 
the conditions 
after the First 
World War 
and, perhaps, 
the present 
is 
more similar 
to the period 
immediately 
following the 
First World 
War than any 
other period 
that comes 
readily to 
mind. 


New Records in the Midst of 
Widespread Apprehension 


In terms of the national income 
and spending concepts we are 
making new records for all time, 
including the war years. Employ- 
ment is at the war peak and every 
economic indicator reads prosper- 
ity in capital letters. In the face 
of all this we hear that the situa- 
tion is unhealthy and ripe for a 

(Continued on page 627) 


*An address by Mr. Naess at the 
59th Annual Meeting of the Amer- 
ican Economic Association, Atlan- 
tic City, N. J., Jan. 24, 1947. 
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Will World Bank Securities Meet 
Accepted Investment Standards? 


By MARSHALL H. WOOD 


Mr. Wood holds two factors on which Bank’s success depends 
are: first in importance, quality of management; and second, world- 


wide economic and political conditions. After analyzing 


conditions and regulations in great detail, he concludes under rea- 
sonably good management, and in absence of complete breakdown 
of international fiscal relationships, Bank will remain solvent. As- 
serts U. S., despite public impression to contrary, has full control 
over amount and manner of usage of dollar loans; and burden of 
collecting debts cannot be our sole responsibility. 


The success of the International Bank for Reconstruction and 
Development (commonly called the World Bank) basically depends 





Current Prosperity Is Normal 


By WILLIAM W. 
Partner, Ladenburg, Thalmann & Co. 

Governor, Association of Stock Exchange Firms 
Economist holds Americans are needlessly frightened by existing 
boom which actually should be considered normal for a dynamic 
economy. Holds constructive action by Republican Congress would 
bring about sustained employment, improved efficiency, moderately 
declining commodity prices and corporate profits reflecting high 
production. Concludes stock market is not dangerously high. 


Americans tend to think and act in extremes. 
frightened by existing aaa saan * Yet our present high level of 


CUMBERLAND* 


They are now 





production 
and employ- 
ment should 
be regarded 
as normal for 
a dynamic 
economy, not 
as a threat 
nor as a prel- 
ude to depres- 
sion. 

Thus far 
high produc- 
tion and em- 
ployment 
have been 
sustained by a 
combination 
of accumu- 
lated shortages resulting from the 


~ 


W. W. Cumberland 


STATE and MUNICIPAL 


THE NATIONAL CITY BANK 
OF NEW YORK 


Bond Dept. Teletype: NY 1-708 


equipment, 
‘) paper, non-ferrous metals, petro- 


war and by the three-fold increase 


in liquid assets of our population. 
Neither of those fantnre hae ove 


hausted its potentialities. ‘The out- 
look for heavy industry in gen- 
eral is favorable. Demand is in 
sight during all of 1947 for full 
production of steel, automobiles, 
electrical equipment, railroad 
building materials, 


leum and other major items of 
(Continued on page 631) 


*Abstract of an address by Mr. 
Cumberland, at the Associate 
Members dinner forum at the New 
School for Social Research, N. Y., 
Wednesday, Jan. 29, 1947. 
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on two factors. 


The first is the 
quality of the 
management 
of the Bank; 
the second is 
worldwide 
economic and 
political con- 
ditions. Man- 
agement is 
placed first 
for emphasis, 
The Bank it- 
self will be an 
important in- 
fluence in 
world eco- 
nomic affairs 
and under astute non-political 


management.can contribute much 
manages nternational economic 


stability. ‘Stadacreen, under such 
management the Bank‘s affairs 


(Continued on page 618) 


Marshall H, Wood 


A detailed listing of the Bank’s 
regulations will be found in “a 
statement” by U. S. Executive Di- 
rector Collado appearing on page 
599 of this issue of the “Chron- 
icle.”—Editor. 
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nomic well-being.” 


wages and prices. 
ices. 


adequate flow 
of private cap- 
ital into in- 
vestments 


jobs. This is'! 
caused by| 
Governmental 
restrictions on | 
profits, be) 
they high| 
taxes, price | 
controls or) 
other limita- | 
tions on ven-| 
ture capital. 

Two, mis-| 
management 
by the Government of the money | 
and credit system, including the 
public debt. The more money the 
Government spends beyond its ia- 
come, the less valuable the Gov- 
ernment’s money and its: bonds 
become. Money ceases to be a 
serviceable vehicle to move goods. 

The third cause of depressions 
in America is the granting or per- 
petuation of special privileges. 
These grants, whether to labor or 
to agriculture or to industry, dis- 


turb balance within the economy. 


All three causes for depression 
have existed in America in ex- 
treme form for the past dozen 


Robert R. Wason 





*Talk by Mr. Wason before As- 
sociate Members’ Dinner Forum, 


New School for Social Research, 
Jari ao, 10A7. 
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that make| 


By ROBERT R. WASON* 
Chairman of the Board, NAM 


years. It is not and it never was 
within the power of industry to 
create a depression. Depressions 
are created only by Governmen, 
mismanagement. 

Now a Republican Congress is 
in power, elected by the protests 
of the people.. The question is 
again asked, “Are we headed for 
boom or depression?” 


America Has Lost Much 
Of Its ‘‘Good Form’’ 


By PAUL MILLIANS* 
Vice-President, Commercial Credit Corporation 


minds us that in Oscar 
in which: the ; 
loss of -repre- 
sentative gov- 
ernment in 
Central Fu- 
rope was pre- 
dicted years 
before it hap- 
pened, Speng- 
ler gave con- 
siderable at- 
tention to 
form. He felt 
that with a 
nation as with 
an individual, 
form is all- 
important; 
and Spengler 
points out that practically every- 
thing that has been achieved in 
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*An address by Mr. Millians be- 
fere the Georgia Association of 
Credit Men, Atlanta, Ga., Jan. 16, 
1947. 
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GOODBODY & Co. 


Members N. Y. Stock Exchange and Other Principal Exchanges 


1959 
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Teletype NY 1-672 






Pointing out new ideologies, particulariy those relating to individual 
self reliance and fiscal policy, have caused America to lose its eco- 
nomic pattern, Mr. Millians contends two grave problems confront 
the nation, viz: (1) to find taxes to carry present huge public 
debt; and (2) to uproot false idea that size of debt does not matter. 
Holds present taxes already destroy incentives, stunt .economic 
growth, and impair purchasing power, and yet they are inadequate 
for sound financial planning and budget balancing. 
portance of public debt-management. 


Felix Morley writing in “Nation’s Business” sometime ago re- 
Spengler’s book, “The Decline of the West,” 


| 


“Boom or Bust’’ Depends on Government 


NAM Chairman declares there will be no slump in 1947 unless made by the government, the talk 
of inevitable depression being “silly.” Concludes “if governmental sell-out to labor does not choke 
us, we are on the threshold of the most glorious period of man’s eternal sirazzl2 to improve his eco- 


Recently President Truman predicted that depression would result from ris n: 
John Steelman offered the same prediction. Th y should Lncew. Theit 
rigid controls of the economy have long prevented the free exchang> cf goods and serv- 
In American history, depressions have result:d from threc major C.uss: 


T:e American people are more | 
aware of our eccnom.c ills than | 
the Congress thai governs us. In| 
the last election, the people went | 
farther to the right than the pol- 
iticians of either political party. 
Until the election, Government 
mismanagement was creating in- 
flation. OPA. by prevent .g ies | 
(Continued on page 628) 





Rockwell 
Manufacturing Co. 


Bought—Sold—Quoted 


Analysis on Request 








Stresses im- 


world history has been the prod- 


‘luct of living unities that found 


| themselves in good form. 


| 
} 


| 


| toricaily ‘basic 


And it is in this thought that we 
tind the over-riding theme for our 
discussion here today ... America 
has lost much of its “Good Form.” 

Individual self-reliance is his- 
in the American 
form. With the exception of com- 


| munity effort—a kind of commu- 


nism, if you please, which was 
'essential to survival of the 
Plymouth settlement—the basic 


historical American form had been 
one of individual self-reliance and 
individual achievement. Self-re- 
liant men and women beckoned 
only by a hope-filled future p_o- 
neered across the continent, fought 
wars, overcame depressions .. . 
1791, 1819, 1837, 1857, and so on 
down through history ... and be- 
tween wars and depressions buiit 
a nation in which more people 
enjoyed better health and a 


| higher standard of living than any 


| dents. 


other people under any other form 
of government. Individual 
achievement was high. Coal 
miners’ sons became presidents of 
large steel companies. Railroad 
rodmen became railroad presi- 
Sons of farmers became 


heads of large industrial and 


| banking corporations. Poor emi- 


| 
| 
| 
| 
} 
| 


grant boys became great scientists. 


A Change of Form 
But faced with another depres- 
sion in 1929 the good American 
(Continued on page 624) 
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greatest in the nation’s history for 
tactors 


indi-® 


The rate of price increases from June to December 1946 was the 


any similar time period, and many 





cate that}! 
prices may 
drop in 1947, | 
according to} 


the Business 
Structure Di- 
vision, Office 
of Business 
' Economics, 
Department of 
Commerce. 
Speaking in 
New York 
City last 
evening 
(Wednesday ) 
at the Associate Members dinner 
forum on “The Economic Outlook 
for 1947” at the New School for 
Social Research, Mr. Paradiso said 
that he expects consumer demands 





Louis J. Paradiso 


strong for several years to come. 
“Since the prospects for good 
business depends very heavily on 
the strength of these demands, the 


for goods and services to continue | 


main problem is that of maintain- 
ing the ‘real’ purchasing power of 
consumers,” Mr. Paradiso said. 
“This means the prevention of a 


Louis J. Para-| weakening or dissipation of con- 
diso, Chief of | sumer incomes by the continuation } 


| of the current high prices in many 
segments of the economy. 

Citing Overall figures on recent 
price increases, Mr. Paradiso said 
that the average wholesale price 
of all commodities rose by 26% 
from June to December 1946, 
while prices of consumer goods 
increased by 15%. 


Sharpest Price Inereases in 
History 


“Those are the sharpest rates 
of price increase which have oc- 
curred in any six months period 
| of our history, exceeding the rates 
|of increases in the three previous 
periods of inflationary price 
movements—1812-14; 1861-65; and 
1916-20,” Mr. Paradiso said. 

“The sharp price movement 

(Continued on page 631) 


























Overhaulin 


Acts. 


posals amending the Acts of 


(Continued 


g the 


Securities Acts 


SEC conferences to recommend “desirable and work- 
able” amendments to the Securities Acts. Public 
interest requires repeal of Maloney Act, thus abol- 
ishing NASD evils of secret meetings, control of 
spreads. Trial by competitors arraigned. 


The press has been carrying an account of what is re- 
puted to be the forerunner of a revision of the Securities 


It is said that this was the subject of a conference be- 
tween James J. Caffrey, Chairman‘of the Securities and 
Exchange Commission, and President Truman, behind which 
was the intent to develop “desirable and workable” pro- 


1933 and 1934. 


That this policy should be followed now by an adminis- 
trative body shows a distinct influence of the last election. 
The people appeared to be in no mood for trifling and 
have directed by the mandate of their franchise that busi- 


on page 628) 
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Inflation Danger—Heritage of | 
War Finance 


By WOODLIEF THOMAS* 
Director of Research of the Federal Reserve System 


Asserting present inflationary developments have their seeds in war 
finance, Dr. Thomas holds central problem of Federal Reserve System 
in future is to reestablish lost control over bank 


credit expansions. 


Contends higher interest rates 


would not discourage private borrowing from banks 
but would cause sale of government securities to 


Federal Reserve. 


Proposes as further credit con- 


trols, additional instruments of credit regulations 
already suggested by Federal Reserve System such 


(1) increased bank reserve requirements; 


(2) requirement. of a secondary reserve of Treasury 
short-term notes equal to a specified percent of 
demand deposits; and (3) a limitation on hold- 
ings of government long-term bonds by banks. 
Says proposals are not revolutionary or drastic, 


but stresses London commentary, 
mean a control of commercial banks far beyond 


Woodlief Thomas 


“they would 


what is contemplated in Socialist Britain.” 


One of the inevitable consequences of war is the creation of a 
vast supply of money and other liquid assets and the exposure of 


the economy to the threat of seri-® 
ous inflation. The amounts of such 
assets created in the second world 
War surpassed all previous rec- 
ords, and this superabundance of 
money, unless wiped out by infla- 
tion and revalorization, will con- 
tinue for many years. Careful 
monetary and fiscal regulation 
will be needed for many years to 
come to avoid, at the worst, seri- 
ous inflation and collapse or, at 
the least, instability in prices, 
credit, and interest rates. As a 
result of this heritage of war fi- 
nance, the Federal Reserve Sys- 
tem is no longer in a position to 
exercise effective control over 


*A paper read by Dr. Thomas 
befdre the American Economic 
Association, Atlantic City, N. J., 
Jan. 25, 1947. 








bank credit expansion—the main 
function for which the System 
was founded—and faces the prob- 
lem of finding ways to reestab- 
lish and maintain its capacity to 
influence credit developments. 
War is inevitably inflationary 
because people receive incomes 
for producing and supplying goods 
which are not available for pur- 
chase. War expenditures have to 
be financed and no country has 
yet been willing to impose upon 
itself a tax burden that will take 
as much as half of current income, 
the amount required in this coun- 
try during the war just ended, or 


even to adopt a program of bor- 
rowing out of the people’s savings 
the balance between expenditures 
and taxes. Throughout the war, 
(Continued on page 616) 
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Fallacies of Fixed Yields on 
Government Securities 


By J. BROOKE WILLIS* 
Assistant Professor of Banking, Columbia University 


Dr. Willis attacks wartime pattern of yields on government securi- 
ties on ground such policy implies surrender by Federal Reserve of 


quantitative credit control. Denies 
to keep down either Federal debt 
ings. 


fixed interest pattern is essential 
burden or excessive bank earn- 


Says danger of heavy losses to banks arising from higher 


rates on government securities has been exaggerated, and a policy 
of “freezing” interest rates requires expansion of inflationary 


money supply. Concludes exten 


sion of wartime interest pattern 


leads to undermining loan functions of commercial banks and ulti- 


mately to selective controls over 


all types of lenders. 


The aim of this paper is to examine the arguments for and the 


implications of the maintenance of 
government securities. 
pattern is roughly defined by} 
%g of 1% on 90 day Treasury | 
bills, % of 1% on one year 
Treasury certificates of indebted- | 
ness, and 214% on the longest | 
term bonds. This is substantially 
the pattern which was adopted 
fortuitously early in the War to 
aid in financing the War by means 
of bank borrowing at low cost. 
The arguments adduced for this 
policy are inconsistent and are not 
convincing. The extension of this 
policy during peace times, par- 
ticularly when full employment 
exists, implies the complete sur- 


1 This policy is set forth in the Annual 
Report of the Board of Governors of the 
Federal Reserve System for the year 1945. 
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Outlook for heavy industry 
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American Overseas Airlines 
Kingan & Company 
Standard-Thomson Corp. 


The ©— 


the wartime pattern of yields on 


= 


render by the Reserve System of 
qauntitative control over the sup- 
ply of money and eventually ne- 
cessitates the curtailment of the 
present day lending functions of 
commercial banks. Such a policy 
affords no satisfactory alternative 


quantitative basis of monetary 
control which control is made to 
depend entirely upon the manage- 
ment of Treasury receipts and ex- 
penditures. 

(Continued on page 619) 

*A paper delivered by Dr. Willis 
before the American Economic 
Association, Atlantic City, N. J., 
Jan. 25, 1947. 


ACTIVE MARKETS 


Soya Corp. 
Di-Noc Co. 
Virginia Dare Stores 





U. S. Finishing Com. & Pfd. 





J.K.Rice.Jr.&Co. 


Established 1908 
Members N. Y. Security Dealers Assn. 
REctor 2-4500—120 Broadway 
Bell System Teletype N. Y. 1-714 








Great American 
Industries 


| SIEGEL & CO. 


39 Broadway, N. Y.6 Digby 4-2370 
Teletype NY 1-1942 























Volume 165 Number 4564 


THE COMMERCIAL & FINANCIAL CHRONICLE 








593 




















Washington... 
And You 


Friendlier labor-management relationships of late have encour- 
aged Washington to be sanguine that industrial peace may become a 
reality in 1947. That’s important, will lure Congress toward the 
center of the road in labor legislation. Extremists on both sides of 
the middle will be tagged as disturbers, will find themselves futile 
unless John L. Lewis promotes more trouble with another coal strike. 
Even in that potentiality there’s¢® 
no assurance Lewis could destroy 
this fledgling friendship between 
employer and employee. 


Behind -the-Scene Interpretations 
from the Nation’s Capital | 
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fog on the proposition, has no 
clear idea how to advance. 
Republican leadership is pres- 
ently demonstrating that it can 
be tough and temporarily effec- 
tive. Senate GOP rebels v-2re 
twice big-sticked when the Taft 
crowd bulldozed through bills 
continuing the special War In- 
vestigating and Small Business 
Committees. House Republicans 
who timidly sought a re-defini- 
tion of “luxury” taxes were 
squelched when _ steersmen 
brought from the Rules Com- 
mittee a gag rule limiting de- 
bate and barring floor amend- 
ments on the bill extending 
war-hiked excise taxes. But 
those demonstrations left sores 
that may be hurtful to the 
Republican majority when it 
needs unquestioning loyalty in 
pinches that are certain to 
come. 


General labor legislation will 
remain in amorphous phase 
until April. In the interval you 
can expect: (1) additional amic- 
able adjustment of labor dis- 
putes; (2) agreement by labor 
and management spokesmen 
testifying before Senate Labor 
Committee in hearings now un- 
der way that Congress should 
avoid tough, irritating legisla- 
tion; (3) mounting tendency to 
boycott the soapbox reformers 
and follow the practical poli- 


ticians. 


ae ws Be 


Portal pay legislation won’t be 
forestalled by the peacemakers. 
Congress is convinced employers 


should be protected from this type 
of exploitation, will strive to 
legislate such protection. But the 
average lawmaker remains in a 


Public Debt and Social Institutions 


By DONALD B. WOODWARD* 
Second Vice-President, Mutual Life Insurance Co. of N. Y. 


Mr. Woodward discusses effects of public debt on social institu- 
tions. Argues large debt contributes toward defunctionalization of 
family and of church. Holds national debt also destroys produc- 
tive concept of business organization. Sees more dependence and 
closer dependence of financial institutions on government because 
of large national debt, and speaks of emergence of “a Central 
Bank” controlling and planning long-range as well as day-to-day 
conditions. Concludes these developments need not be viewed 
with alarm. 





Big issue in the developing 
(Continued on page 626) 
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The institutions of society, the effect upon which of the public 

debt I am supposed to discuss, have been identified by Mr. Robert B. 
; Warren as the ®— 

family, the 
church, the 
business or- 
ganization and 
the state. 
Around and 
through these 
four, the indi- | 
viduals of so-| 
ciety have or- | 
ganized them- | 
selves for the 
accomplish. 


tions it hae induced extend pro- 
fusely. The debt, as here defined, 
and the resulting inhibitions, is 
having and I think will continue 
to have, a marked effect on all 
four of the institutions. 

The basic functions of the mod- 
ern family, after the erosion of 
its role by urbanization and divi- 
sion of labor, are three: procrea- 
tion, education and living. These 
functions motivate a variety of 
decisions regarding the determina- 








ment of the/|tion and direction of effort, ex- 
en as they} penditure, accumulation and in- 
seek. And| ; 

ems a Wea eroana ond (Continued on page 632) 





through these 
four it is obvious that the ten- 


drils—in deference to Mr. Chase’s 
semantics I do not say tentacles— 
of the public debt and the inhibi- 


*Part of a paper read by Mr. 
Woodward before the Annual 
Meeting of the American Eco- 
nomic Association, Atlantic City, 
N. J., Jan. 24, 1947. 
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Observations . . 


By A. WILFRED MAY 
IS INTERNATIONAL TRADE ORGANIZATION WORKABLE? 
The Conflicts With Our Domestic Policies 


ATLANTIC CITY, N. J.—One conclusion following indirectly 
from the four-day joint sessions of the American Economic and 
American Statistical associations here, is the inescapable realization 
of the hard sledding with which our recently promulgated Trade 
Agreements will be confronted. The difficuities 
obstruct not only the adoption of the “liberal” 
trade program, but its workability after its pos- 
sible adoption. 

Much of the pessimism arises from funda- 
mental and detailed weaknesses in the ITO Chart- 
er itself. But the conclusion is forced on us that 
immediate trouble lies with us Americans be- 
cause of the direct contradiction between our 
pious preachings internationally on the one hand, 
and our seemingly deep-rooted domestic policies 
on the other. In other words, there is a very 
great gap between our very finely worked-out 
drafting plans, and our acts at home. In the words 
of one observer, the International Trade Charter 
is like a potted plant which we keep displayed 
in the front window to be admired by our guests 
for its austere economic beauties, This dichoto- 
mous attitude of ours is particularly serious in 
the light of the preponderating influence of the United States, both 
morally and materially, in formulating both the principles and the 
rules, for the operations of the Trade Organization, as well as of the 
Monetary Fund and the World Bank. 

In the first place, agitation is appearing and growing for raising 
—not lowering—tariffs; a process which really constitutes excise 
taxation to prevent our subsidized exports from returning. We have 
really never stopped the promiscuous use of quantitative trade 
restrictions, and glorified forms of dumping. 

At almost every important step in the international negotiations 
the “United States’ statesmanlike position has unfortunately been 
inconsistent with its major economic policies at home. This is par- 
ticularly exemplified in our existing production programs and price 
policies, notably those in the agricultural field, It is the mildest 
understatement to conclude that ITO does not represent the logical 
extension’ of our internal economic policies. 


A shining example of our unilateral, not multilateral, dumping 
practice is contained in our potato policy. We are about to dump 
20 million bushels of so-called surplus potatoes to rot, at a cost to 
the Government, in its price control program, of $28 million. The 
government’s support of potato prices at a cost of $80 million last 
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A. Wilfred May 


| With Carl McGlone & Co. 


(Special to THe PINANCIAL CHRONICLE) 
CHICAGO, ILL. — Arthur B. 
Becker has joined the staff of Carl 
McGlone & Co., Inc., 105 South 
La Salle Street. He was previously 
with Remer, Mitchell & Reitzel. , 
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year, has been part of its domestic policy to keep the price up for 
the benefit of our domestic pressure group composed of the farmers. 

Our own autarchic policies, which have become more and more 
adverse to free-flowing international trade, thus may be summarized 
as follows: 

(1) Wage policies 

(2) Excise taxes 

(3) Higher tariffs to keep subsidized exports from returning 

(4) Miscellaneous “qualitative” controls 

(5) Finely practised art of dumping 

(6) Supporting of prices. 

Depression Will Increase Difficulties 

It must be realized that our populace’s temper in opposition to 
tariff reduction, which is prevalent enough even now, will become 
greatly intensified with the arrival of future depressions. Less full 

(Continued on page 625) 
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Monon Sce.mcswec| Railroad Recession Ahead! 


(Special to THe FINANCIAL CHRONICLE) 
CLEVELAND, OHIO —Rex E. ; 
By CHARLES SHIPMAN 
Railroad Editor of Standard & Poor’s Corp. 


Anderson and Mrs. Evelyn S. O’- 
Connor have become associated 
ee racine at ee a Analyst holds that 1946 was exceptionally good year for the 
ical: Meskenis Wie” Tithersen railroads, who are operating on a very high temporary plateau of 
Wah fortnerty with Cartiss, House traflic. Predicting a 30% drop in passenger traffic, he declares 
; break-even point is too high relative to normal business. States 
sweeping changes in costs and rates are required for long-term 
profitable operations. Concludes sound railroad bonds and pre- 


& Co. and in the past was with 

Tillotson & Co. and Soucy, Swart- 
ferred stocks are attractive, but risk is excessive in speculative | 
issues. ! 
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With J. D. Chambers Co. 


(Special to THe FINANCIAL CHRONICLE) 


CINCINNAIT, OHIO—Ormonde 
J. Merz has been added to the 
staff of J. D. Chambers & Co., 
Inec., Union Trust Building. Mr. 
Merz was formerly with West- 
heimer & Company. 
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ciated with Clark, Dodge & Co.) °”eie" & Co. Mrs. O'Connor was 
61 Wall Street, New York City,| Previously with Wood, Gillis & 
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I shall concern myself not so much with the year 1947 as with a 

general period of adjustment, indefinite as to its timing, that seems 
to lie ahead¢ Se 

for the rail- | 

roads before 

their ‘“‘recon- 

version” to 

normal peace- 

time opera- 

tion can he 

considered 

complete. The 

adjustments 

called for are 

complex and 

difficult. The 








Their passenger traffic embraced 
some 48 billion passenger-miles, 
as against 29 billion in 1941, and 
31 billion in 1929. In other words, 
they are operating on a very high 
plateau of traffic. 

Their expenses are up extra<- 
ordinarily too. The annual ex- 
pense rate is $2.8 billion higher 
than that of 1941, $3.5 billion 
higher than that of 1939. More 
than $2. billion of the increase 
since 1939 is attributed to in-~ 
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fact that they 
have yet to be 
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Charles Shipman 


creased wages and higher prices 


of materials. 


However, the Ex 


Parte 162 freight-rate increases, 








to affect the 
market for 
railroad securities even now. 

The railroads today. are han- 
dling an exceptionally large pro- 
portion of an extraordinarily large 
total transportation movement. 
Their 1946 freight traffic exceeded 
580 billion. ton-miles,. compared | combined net income of class I 
with 475 billion in 1941, and 447|roads would have topped $550,- 
billion in the boom year 1929. (Continued on page 626) 


effective Jan, 1, 1947, are ealcu- 
lated to offset about $1 billion of 
this. If the Ex Parte 162 rates 
had been in effect throughout - 
1946, the railroads would have 
| been able to show excellent net 
results for the year in spite of 
their high plateau of costs. The 
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Transportation Outlook—1947 


By JAMES C. NELSON* 


Chief, Transportation Division, Office of Domestic Commerce, 
U. 8S. Department of Commerce 
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Members St. Louis Stock Exchange 





Government expert forecasts rail freight traffic volume exceeding 
1946 with rise also of local trucking traffic. Foresees some decline 
in passenger business and a marked rise in air cargo shipments. 
Looks for continuation of diversion of rail passengers to air lines. 
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Although strikes and reconversion difficulties during the first 
half of 1946 had a generally depressing effect on freight traffic, the 
high level of © 
traffic estab. 
lished in the 
last half of 
1946 required 
the full utili- 
zation of air, 
rail, and mo- 
tor transpor- 
tation. Do- 
mestic water 
transportation 
facilities were 
10t utilized 


levels than in prewar 
| years, 

With the exception of the air 
carriers and local transit services, 
'common-carrier passenger traffic 
'showed a general decline during 
1946. The loss of military travel 
and greater use of private passen- 
‘ger automobiles were important 
'factors in this decline and it ap- 
pears likely that further produc- 
tion of new passenger automobiles 
; ‘will be reflected in further de- 
fully because 'clines in rail and bus passenger 
of strikes and ‘traffic during 1947. However, 
difficulties ‘competition for the remaining 
experienced passenger traffic will be keen 
in restoring among the railroads, airlines, and 
coastwise and intercostal services. pys lines. New equipment, de- 
Pipe line traffic was at a much | signed with especial appeal for 
lower level in 1945 than in 1945 | the eomfort of the traveling pub- 
because of the closing of the Big |jic. and improved passenger serv- 
and Little Big Inch lines shortly | jees will be used by each. of the 
after VJ-Day. If labor-manage- | carriers in an attempt not only to 
ment problems are _ setiled, the | retain their present share of the 
freight traffic outlook for 1947) nassenger traffic but also to at- 
should be a continuation of traffic | tract new business. 

| 


higher 
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Certain Depre 


By WILLIAM 


Chief, International Economic Research Buréau 


Mr. Baxter predicts the burden of taxation, necessitated by con- 
tinuing huge military expenditures, will cause lower standard of 
living and the most serious “snowballing” depression in our history. 


Fully realizing how unpopular 


question by saying that not only are we headed for certain depression, 


>». 


ssion Ahead! 


J. BAXTER* 


pessimists are, I shall answer this 





but that it 
will be the 
most serious 


one in our en- 
tire history. 
To my mind 
it is nothing 
short of fan- 
tastic that you 
in this audi- 
ence, or the 
American peo- 
ple generally, 
are question- 
ing whether 
or not we face 
a depression. 
And we look 
to economists 
for the answer. But if you look 
at the training that 99 out of 100 
economists get, you will realize 
perfectly why their very training 





William J. Baxter 





*Address by Mr. Baxter at the 


Associate Members Dinner Forum, | 


at New School for Social Research, 


\than even the public whom they 
are trying to advise. I remember 


‘at the Harvard Business School, 


makes them more misinformed 


studying economics 27 years ago 


‘where, like all. other universities, 
|\we were told that the difference 
'between good times and bad times 
|\was answered by the amount of 





| weney or credit available for 
\business. During the 19th Cen- 


money was taught in England and 
imvorted to our universities. Ac- 
cording to this school of thought, 
'the price level in America during 
1947 and the years immediately 
ahead will be determined prac- 
‘tically entirely by the amount of 
'money in circulation, the amount 
‘of bank deposits. and the amount 
% public debt. 





Economic Thinking Too 
Specialized 


This specialized type of think- 


tury, the quantitative theory of | 


| didn’t observe 





| express my views in the hope that 


New York City, Wednesday, Jan. ‘ing, in my opinion, is just as dan- | 


29, 1947. 


(Continued on page 634) 








CIO Union Says It Doesn’t Know How Much 
Longer It Can Hold Off Strike at Irving Trust Go. 


By EDMOUR GERMAIN 
Relations between bank and its maintenance and security employ- 
ees affliated with Financial Employees Guild, CIO, seem to have 
reached breaking point. Bank has hired private detectives to guard 
its vaults and other property in event of strike. The union wants dis- 


pute—over wages, union and job 


security and hours of work—to be 


submitted to an impartial arbitrator. Councilman Michael J. Quill 
demands City Council investigate use of “armed muscle-men” by 
Irving Trust to intimidate employees. Bank says it intends to feed 
and shelter those of its employees who, in event of a strike, want 


to remain at their posts. 


and its maintenance and security employees affiliated with the Finan- 


cial Employees Guild, CIO, would 
seem to have reached the break- 
ing point. The bank has hired 
a host of private detectives, as it 


says, to be on hand to guard the | 


vaults and other property of the 


bank in the event a strike is 
called by the union and the union 
itself, making all kinds of accusa- 
tions against the bank, admits it 
has threatened to call a _ strike 
should, in its opinion, such a 
course of action ever become nec- 
essary. It would actually seem, 


at first glance, that a strike was 
imminent at Irving Trust. 
However, bank officials say 
that though the union claims ne- 
gotiations for a contract have 
broken down it 
to continue the discussions when- 
ever the union wants to do so. 





| 
| 


_ UNITED UTILITIES and 
SPECIALTY CORP. 


Company Reports: 6 Mos. Earnings | 
|| May Ist to Oct. 31, 1946 

Gross Sales ___$955,271.58 
Gross Profit ___ 484,166.56 


Net Profit After 
Taxes 








138,044.54 
300,000 Shares Sole Capitalization 

|| Latest Dividend ...$.10 paid Jan. 25, ’47 
| Currently offered @~ 37% 


Information On Request 


is itself willing | 








INCORPORATED 
Members of National Association 
of Securities Dealers, Inc. 


40 Exchange Place, New York 5 
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Greenfield, Lax & Go. 


| 
‘Tt 
| 








S- 





|it dees not want to strike, that, 


realistically with a balanced ap- 
|praisal of the current airline 
| situation. 


|financial footing as we entered 
'the war and that it was making 


| 
| 


rather, it is the bank which, by | 


forming “Wall Street into an 
armed camp,” is trying to provoke 
1 strike. It says it doesn’t Know 


hAiw? 9r . retivea . oy . Bea? IB Z 
tiring 250 detectives.and so trans }expanded during the 


how much longer it can hold off | 


qa strike but, in order to avoid such 
a conflict, it has offered ta place 
the issues under dispute before 
an impartial arbitrator for deci- 
sion. The Irving ‘Trust Co., how- 
ever, has refused to submit 


trator, the union claims. 
The union is charging that the 
Irving Trust Co. is spearheading 


Street to smash the union’s drive 
to organize the workers in the 
‘financial district. But the union 


/has made similar charges against | pefore the Bond Club of Chicago, 


(Continued on page 644) 
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| airlines a fleet of 176 planes. De- 


the | 
matter before an impartial arbi- 


| of aircraft from six hours a day 


a move by the bankers of Wall | 


HAYDEN, STONE & CO. 


MEMBERS: NEW YORK STOCK EXCHANGE 


, y ‘lines in th i t t 
On the surface at least, relations between the Irving Trust Co | sag stiviaues’ Toe cirpect teciti- 
|ties for handling these aircraft, 
: | buildi ; whi 

The union, on its part, claims that | ulldings and hangars which we 


Air Transportation Outlook 


Condemning extreme attitudes regarding future of air transportation system, Mr. Patterson reviews | 


By W. A, PATTERSON* 
President, United Air Lines, Inc. 








civil aviation progress in the abnormal war period. Holds heavy transportation demands of war period 
created undue optimism regarding industry. Cites increased operating costs, with illogical expansion, | 


as causing difficulties, but expresses confidence in ultimate future of air transportation. 


Looks for 


greater safety and improvement in air facilities and better equipment, and recommends airlines be 
conservative in future expansion and be patient in waiting for increased traffic volume. 


The very people who just a few months ago were most optimistic® 





concerning the future of the air transportation systems of our country | as well as cargo shipments were 





are today the < : ¢ 
most pessi- , - one 

mistic. Their 
pessimism to- 
ward the fu- 
ture isno more 
justified today 
than their 
optimism was 
last year. They 


what the air 
transportation 
industry was 
going through 
three years. 
ago and they 
have failed to 
observe the 
significance of what is happening 
today. 


I welcome the opportunity to 





W. A. Patterson 


we can avoid the extremes in 
optimistic and pessimistic evalua- 
tions of this industry, but view it 


All of us will agree, I believe, 
that the industry was on a sound 


steady progress, and it will for 
many years to come, in the devel- 
opment of increased business. The 
conditions under which we op- 
erated during the war, and which 
gave rise to false optimism, are an 
important factor in analyzing this 
entire subject and should be re- 
viewed. 


Wartime Operating Conditions 
At the start of the war, the air- 


had at that time were already be- 
ing taxed to their very limits. 
Unlike other industries which 
war, the 
airlines were forced to reduce 
their combined fleet of airplanes. 
Early in 1942, 183 airplanes were 
taken for Army use, leaving the 


spite this reduced number of air- 


planes, however, the _ airlines 
surprised themselves by actually 
increasing the total tonnage 


carried. This was accomplished 
mainly by increasing the utility 


to as high as thirteen and a half 
hours a day. This was accom- 
| plished by operating airplanes at 





*An address by Mr. Patterson 
| Chicago, Ill. Jan. 14, 1947 


times of the day to suit our op- 
erating convenience and not the 
desires of our. patrons for con- 
venient departure or arrival time. 
The passenger occupancy of our 


planes increased from a high of 
70% to an average of 98% plus 


for the later war years. It was 
not necessary to promote new 
business. It came _ naturally. 
Eighty per cent of all passengers 
carried during the later war years 


115 BROADWAY 
Telephone BArclay 7-0100 


| mainly booked and controlled 





y 
military priorities offices. 


There were no seasonal fluctua- 
tions in traffic. Demand was con- 
stant 365 days out of the year- 
Many people flew not by choice 
but by necessity. Very few were 
paying their fares from ee 
income. Directly and indirectly, 
travel expense was being charged 
to the cost of war. Overhead ex- 
penses of the airlines were atja 
minimum—not always by choi 

(Continued on page 630). | 
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Public Utility Securities 











Electric Bond and Share Rights 


Electric Bond and Share Company has issued to stockholders of 
record Jan. 17 warrants entitling each share of common stock to 
buy 16/100 share of common stock of American Gas & Electric at 
384% and 20/100 of a share of common stock of Pennsylvania Power 
The rights, which are traded on the New York 
Curb, are designated “A” and “P,” to indicate which stock they 
apply to. On Monday night thes - 


& Light at 17%. 


“A” rights closed at 5 and the} 
“Pp” rights at 7/16. American Gas_ 
& Electric which has had a 1946-7 | 
Curb range of 4834-3712, closed 
at the low point of 3742; similarly 
Penn Power & Light on the big 
board, after dropping to a low of 
19°4, closed at 20, the range being 
2712-19%4. 

The offering period will last 
eighteen days commencing after 
the mailing of the warrants. War- 
rants can, of course, be separately 
emercised or sold. The purpose.of 
the sale is to raise funds to aid in 
the retirement of the preferred 
stecks of Electric Bond and Share, 
as well as to conform with inte- 
gration requirements. Prospectuses 
were issued on American Gas & 
Electric and Penn Power & Light 
end copies of these were mailed 
to all the common stockholders of 
Electric Bond and Share. 

The accounting and _ financial 
policies of American G. & E. have 
been considered conservative as 
compared with those of other 
holding companies, and the sys- 
tem’s engineering s‘aff is also re- 
garded as highly efficient. Phillip 
Sporn, Executive Vice-President, 
has been an active leader in the 
development of the “heat pump” 
which is thought to have great 
pessibilities for the utilities as a 
whole in the househeating field. 

The company’s capitalization as 
of Nov. 30, 1946 consisted of $25,- 
000,000 2% bank loan notes (to be 
retired serially), 115,623 shares of 
4% % preferred stock and 4,482,- 
737 shares of common stock. It 
is probable that both the bank 
lean and the preferred stock will 
be retired later, leaving only com- 





mon stock outstanding. The com- 


pany has virtually completed its | 


integration requirements 
the Holding Company Act with 


under | 


the exception of sale of its stock- | 


boldings in Atlantic City Electric. 


| 


This was scheduled to be sold last | 


fall but sale was deferred because 
of market conditions. Earnings 
have been as follows on the com- 
mon stock: 





Parent 
Company 


Consol- 
Year— idated 
12 mos. end. Nov. 
10, 1946 (pro 
forma) 
Calendar year 
Calendar year 
Calendar year 
Calendar year 
Calendar year 
Calendar year 
Calendar year 1939 2.50 1.90 
Calendar year 1938 2.23 1,60 


While dividend payments last 
year were somewhat irregular, 
the total for the year (including 
an extra) was $2.15. At the cur- 
rent price the stock yields about 
5.7%, and is selling at about ten 


$3.78 
2.31 
2.32 
2.23 
2.21 
2.56 . 
2.99 ; 


$2. 
1944 
1943 
1942 


1941 
1940 





times consolidated earnings. 
Penn Power & Light is probably | 
the largest operating company in | 


the Electric Bond and Share sys- | 
tem. It operates in a large portion | 


of the State of Pennsylvania and | 


sales are well diversified, although | 
about a third of industrial rev- | 
enues from sale of electricity are 
obtained from the coal mining in- 
dustry. The company’s earnings 
increased very substantially in 
1946, due to refunding operations 
and tax savings. For the 12 months 
ended Nov. 30, 1946, pro forma 
earnings were $1.93 a share and 
earnings for the calendar year 
were probably in excess of $2 so 
that the stock is selling. at about 
ten times earnings. The dividend 
rate has been raised from 80 cents 
to $1.20 so that the stock affords 
a yield of 6%. 

Penn Power & Light obtained 
a favorable decision from the 
Pennsylvania Public Utility Com- 
mission in February, 1945. The 
Commission, at that time, found 
that the rate base (as of Dec. 31, 
1942) was over $220,000,000 which 
amount is substantially in ex- 
cess of the amount carried on the 
books. The Commission also found 
that 6% was a fair rate of return 
cn the electric rate base. Thus 
the “ceiling” on earnings would be 
in excess of the 1946 earnings. 

The company has under way an 
ambitious construction program 
which is estimated during 1947-51 
to cost in the neighborhood of 
$115,000,000 (as contrasted with 


|'the present net book value of 


plant of about $180,000,000). Of 
this amount, $53,000,000 is the esti- 


| mated cost of a 250,000 k.w. in- 
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GILBERT J. POSTLEY & Co. 


29 BROADWAY, NEW YORK 6, N. Y. 
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stallation at the Sunbury Station. 
The remaining $62,000,000 is for 
general expenditures to meet load 
demands and improve efficiency. 
This substantial program will 
doubtless require additional fi- 
nancing, but nevertheless it is ex- 
pected to work out favorably for 
common stockholders when com- 
pleted. 


Haulenbeek Pres. of 
Financial Advertisers 


P. Raymond Haulenbeek Ex- 
ecutive Vice-President of the 
North River Savings Bank, was 
elected President of the New York 
Financial Advertisers at the an- 
nual meeting it is announced. He 
succeeds William Huckel, Assist- 
ant Secretary of the Chase Na- 
tional Bank. 


Other officers are: First Vice- 
President, Earl S. MacNeil, Vice- 
President of the Continental Bank 
& Trust Co.; Second Vice-Presi- 
dent, Daniel F. O’Meara, Vice- 
President of Public National Bank 





& Trust Co.; Treasurer, Robert J. 
Stiehl of “Banking Magazine”’; | 
Secretary, Lee C. Hornney of the | 
New York “Post.” 


Directors are Emmett Corrigan, | 
Chairman of the board of Albert | 
Frank-Guenther Law; John FF.) 
Donlon, Vice-President of Edwin 
Bird Wilson, Inc.; W. Francis Fitz- 
Gerald, Assistant Vice-President 
of Emigrant Industrial Savings 
Bank; William Huckel, Assistant 
Secretary of The Chase National 
Bank; Louis S. Lebenthal of 
Lebenthal & Co.; Isabelle B. Mur- 
ray of Hudson Advertising Co.; 
Dudley L. Parsons of Dudley L. 
Parsons Co.; Charles P. Seaman, 
Assistant Cashier of Brooklyn 
Savings Bank; Robert W. Sparks, 
Vice-President of Bowery Savings 
Bank; and Edward B. Sturges, II 
of Edward B. Sturges, II, Inc. 


Guests of honor at the meeting 
were the national officers of the 
Financial Advertisers Association, 
including President Swayne P. 
Goodenough, Vice-President of 
Lincoln Rochester Trust Co., 
Rochester, N. Y.; First Vice-Presi- 
dent Robert Lindquist, Vice-Pres- 
ident of LaSalle National Bank, 
Chicago, Ill.; Second Vice-Presi- 
dent Allen Crawford, Vice-Presi- 
dent of Bankers Trust Co., Detroit, 
Mich.; and Executive Vice-Presi- 
dent Preston E. Reed. 

—_—_—— OO 

With Kidder, Peabody 

(Special to THe Frnancrat CHRONICLE) 

SPRINGFIELD, MASS.—Lam- 
bert A. Reavev is now connected 


with Kidder, Peabody & Co., 
Third National Bank Building. 





Joins Swan, Stickley 


(Special to THE FINANCIAL CHRONICLE) 

BOSTON, MASS.—Swan, Stick- 
ley & Company, 75 Federal Street, 
have added Clara R. Ellis to their | 
staff. 


Economic Outlook for 1947 


By SOLOMON BARKIN* 
Research Director, Textile Workers of America 


Accusing “big business” of forcing decontrols to procure higher 
profits, labor economist maintains this has produced an unbalanced 
extension of our economy and has beclouded economic destiny of 


1947. Holds prices have been 


pushed to exorbitant levels and 


higher productivity is not being shared by lowering prices. Asserts 


large business monopolies “have 


capital, our resources and our political power.” 


a stranglehold on our plants, our 
Opposes decen- 


tralization of collective bargaining. 


Forecasts are always difficult to make because our data are 


fragmentary. 
thinking or 


Statements of fact are frequently merely wishful 





~@ bd 


deliberate 
propaganda 
issued to mis- 
lead. 

The record 
of 1946 pro- 
duction belies 
many scare 
headlines dis- 
seminated to 
prove that our 
economy was 
collapsing un- 
der pressure 


|from labor. 


Millions of 
workers con- 
tinued to pro- 
duce peacefully, settled their i 
dustrial disputes with manage- 
ment through the routine pro- 
cedures of the union contract, and 
negotiated their wage adjustments 
with their employers. Industrial 
disputes during the year were 
largely centered in those places 
where management was deliber- 
ately seeking to challenge labor 
and engaged in class warfare, or 


Solomon Barkin 


*An address by Mr. Barkin at 
the Associate Members dinner 
forum of the New School of Social 
Research, New York City, Jan. 
29, 1947. 


| business 


<>. 
“7 


where management was utilizing 
the industrial dispute to coerce 
government into granting price 
increases. 

We witnessed during the year 
1946 a significant episode of 
American economic history. Big 
fought governmental 
policy through its labor policy. It 
catalyzed the process of postwar 
relaxation and converted it into 
a demand for the deliberate de- 
struction of all controls and 
planned reconstruction. In a frenzy 





| profits, 
'removal of OPA and CPA con- 


* 


to exploit the shortages for high 
business demanded the 


trols. When they were removed, 
the bottlenecks were made severcr 
and prices skyrocketed. Each busi- 
ness sought to capture the limited 
supplies which were coming from 
the production line. A balanced 
expansion of our economy which 
would prevent over-extension of 
production of some lines became 
impossible. Speculation in inven- 
tories became the order of the day. 
Shortages existed not because of 
legal restraint, but because of 
price speculation. 

This heritage beclouds our eco- 
nomic destiny for the year 1947. 
It is a condition well known in 





(Continued on page 629) 





Outlook in Building Industry 


By JOSEPH L. WOOD* 
Asst. Treasurer, Johns Manville Corporation 


Building material executive, in asserting building materials future 
field looks bright, expresses belief there will be no major labor 
troubles in construction industry. Sees need for consumer con- 
fidence in lower construction costs and predicts construction of 


cone million homes in 1947 with 
and an additional $6 billions 


outlay of from $7 to $8 billions 
in non-residential construction. 


Looks for increased flow of materials with new developments and 
better heating systems and more interior improvements. 


The future in the building materials field looks bright. There is 
so great a backlog of housing and housing improvements that even 


at all out rates 


'of production 


it doesn’t ap- 
pear that the 
demand can 


| be supplied 
|for several 


years to come. 
In addition to 
the new build- 


_ing delayed 
‘for so many 


(Special to THE FINANCIAL CHRONICLE) 


JEFFERSON CITY, MO.—John | 


years, there is 
the added fac- 


D. Murphy is now with King | tor of popula- 


Merritt & Company, Inc. 
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R.W. Pressprich & Co. 


Members New York Stock Exchange 


68 William St. 201 Devonshire St. 
New York 5 Boston 10 


Knowledge * Experience 
. . « for Investors 


¢ Facilities 











|; War we were 


tion increase. 


Beforethe 

Joseph L. Wood 
adding about 

500,000 new families per year. 
1947 will probably double that 
figure, which means not only ad- 
ditional demands for new housing 
but the necessity for modernizing, 


remodeling and enlarging existing | 


homes. 


Assuming no major labor troubles 
in the construction industry and 
especially assuming consumer con- 
fidence in lower construction 
costs, we can look forward to the 
construction of 1,000,000 homes 
representing a volume of $7,000,- 


*Part of an address of Mr. Wood 
before the National Consumer and 
Installment Credit Conference of 
the American Bankers Association, 
St. Louis, Mo., Jan. 25, 1947. 


oe 


a 


000,000 to $8,000,000,000 in 1947. 
We can safely anticipate $6,000,- 
000,000 innon-residential construc- 
tion. And to paint a picture of the 
importance of the repair and re- 
modeling market, we can confi- 
dently expect a volume in this 
field of an additional $5,000,- 
000,000. 

We all know that one of the 
important bottlenecks in the con- 
struction industry has been the 
availability of materials and lest 
I be charged with looking at this 
picture through _ rose-colored 
glasses, let me tell you that every 
survey which has been made in 
ithe construction industry during 
‘the past 60 days indicates that the 
materials will be available to meet 
these figures. 





Increased Flow of Materials 

Beginning in the spring there 
will be a greatly increased flow of 
materials which should result in 
lower total construction costs de- 
spite the fact that manufacturers’ 
material prices are higher than 
those obtained a year ago. This 
may sound strange to you but let 
me explain why I refer to lower 
total costs. In the first place, end 
costs have been higher in the past 
largely due to scarcity of mate- 


rials. This was partly due to the 





existence of the black market 
(Continued on page 612) 
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Obligations of Dealers and Brokers’ Food Commission's Proposals 


By HERBERT M. BRATTER 


In Interpreting Prospectuses 


By EDMOND M. HANRAHAN* 
Member, Securities and Exchange Commission 


Commissioner Hanrahan, in pointing out desirability of having 
dealers and brokers clearly explain to customers information in 
prospectuses covering securities offerings, urges them to adhere to 
two basic principles, viz: (1) let customer know that he is pur- 
chasing interest in future earnings of a business; and (2) tell him — 
‘an investment in a security is putting money at a risk. Outlines 
procedure to be followed in explaining items in prospectus and 
says: “Put yourself in customer's position.” Poimts out securi- 
ties business is judged by its most disreputable representatives, and 
contends dealers have special obligations to customers. | 

Let me say at the outset that I deeply appreciate this opportunity ° 











of speaking before your association. It is particularly gratifying to 





talk toa group® 


which is thor- 
oughly famil- 
iar with the 
securities bus- 
iness and with 
the day-to-day 
problems 
which con- 
stantly arise 
in connection 
with the dis- 
tribution of 
securities to 
members of 
the investing 
public. Each 
one of you, I 
am sure, has 





E. M. Hanrahan 


been well trained in this business, | 


either through actual experience 
or by attendance at one of the va- 
rious schools specializing in 





*An address by Commissioner 
Hanrahan before the Association 
of Customers Brokers, New York 
City, Jan. 29, 1947. 


courses in finance. 
every one of you, I understand, 
has passed the exacting examina- 
tions required by the Exchange. 
You are all aware of the SEC 
and its work. Consequently, I do 
not propose to discuss in detail 
the Acts administered by the Com- 
mission and the various rules and 
regulations adopted under them. 
I lay no claim to an intimate or 
extensive knowledge of such mat- 
ters, since I have been a member 
of the Commission for but a brief 
period of seven months. However, 
in that space of time I have ab- 
sorbed some useful knowledge 
about the Commission and _ its 
work. Concerning one particular 
phase of that work I have been 
especially impressed and have 


made it the basis of my discussion 
with you today. 

More specifically, my subject 
relates to the desirability of hav- 





(Continued on page 636) 





SEG Says It Expects to Publish Repurt on Its 
Study of September Market Break Next Month 


The Securities and Exchange®> 


And _ nearly’ 








Commission’s much-awaited re-| rise to speculation that the SEC 
port on its study of the Septem-| might be considering tightening 


ber break in prices on the New| up on the rules on floor trading 


York Stock Exchange will prob-| still further. 


Inquiry, however, 


ably be issued to the public some-| revealed that the subject of dis- 


time 
James Treanor, chief of the Trad- 


in February, according to | 


| cussion between the New York 
Stock Exchange and the SEC was 


ing: Division which has been con-| the relaxing and not the tighten- 


ducting the investigation. 


Mr. Treanor said that all the | 


ing of the rules on floor tfading. 
The SEC report, it is thought, 


data which was sought and which | will probably just state that the 


he implied was very voluminous | 


had been compiled but it was! 


being checked and double- 
checked. 

Reports had been current in 
Wall Street early in the week that 
it was just a matter of days— 
in fact, almost hours—when the 
report would be issued. Combined 
with another report that the New 
York Stock Exchange and the SEC 
were in the midst of conversations 
on the subject of the rules cov- 


ering floor trading, news that the | 


SEC was about to publicize its 
findings on the market break gave 


September break marked the nat- 
ural culmination of an expansive 
tendency in business that had to 
come to an end sometime, an ex- 
pansive tendency that had to be 
checked eventually by the new 
equilibriums establishing them- 
selves in industry in a postwar 
situation. The report may give 
some evidence of forced selling, 
as, for instance, by banks here 
and there, for the account of cus- 
tomers, it is thought, but it will 
not attach much importance to the 





influence on the trend in price 
movements exerted by sales. 
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WE TAKE PLEASURE IN ANNOUNCING THAT 


PAUL A. MEINERT 
AND 


RUSSEL E. KEIER 


BEEN ADMITTED AS 


GENERAL PARTNERS IN OUR FIRM 


GOSHIA & CO. 


INVESTMENT SECURITIES 








TOLEDO, OHIO 
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Tentative report of World Food 


mends permanent council to establish reserves against drought and 
disaster; and to further orderly production and stable prices. 
Holds sound internal finances requisite for grant of aid. Calls for 
annual reviews of national agricultural and nutritional programs. 
Development of international commodity agreements and other 


intergovernmental arrangements for individual commodities consti- 
tute, from the® 


Preparatory Commission recom- 





businessman’s 
viewpoint, the 
major recom- 
meéndation of 
the report is- 
sued Jan. 24 
by the Pre- 
paratory Com- 
' mission on 
World Food 
Proposals. 
That Com- 
_. mission, which 
sat for three 
months in 
W as hington, 
was created 
following a 
resolution of the FAO conference 
at Copenhagen last September. 
While the Copenhagen meeting 
approved the objectives of the 
proposals there laid before FAO 
by its Director-General, Sir John 
Orr, it did not accept his sugges- 
tion of a World Food Board. The 
report released last week in 
Washington and now formally laid 


before FAO’s 47 member govern- 
ments, outlines an alternative 
course. This report will be consid- 


Herbert M. Bratter 





Preparatory Commission’s 
page 
adopted unanimously without a 
record vote. The report recom- 
mends as an addition to the struc- 
ture of the FAO a permanent 
World Food Council to make pos- 
sible international action to es- 
tablish 
crought and disaster and to foster 
orderly production and 
prices. As stated by the American 
delegate at the Commission’s final 
session, Mr. L. A. Wheeler, the 
objectives 
achieved by uncoordinated action. 
The report is not the last word. 
After study by the governments it 
probably will be changed in de- 


tail. But, quoting Mr. Wheeler, 


ered by FAO’s executive com- 
mittee at its March meeting in 
Rome, and will.be weighed by the 
next full FAO conference, when- 
ever that is held. 


In the space here available it is 
difficult to do more than give an 
idea of the economic and financial 
recommendations contained in the 
90- 
was 


document, which 


food reserves against 


stable 
be 


sought cannot 


Form Dreyfus, Jacqui 


N.Y. Exchange Firm 


Announcement is made of the 
formation of Dreyfus, Jacquin & 
Lo., members 
of the New 
York Stock 


Exchange, as 
successors to 
Lewisohn & 
Co., effective 
Feb. 1. 


General 
partners in the 
firm are Jack 
J. Dreyfus, 
Jr.,; Mez 
Jacquin, Jr., 
William <E. 
Nulty, Oscar 
H. Riggs, and 
John Behrens. 
Gladys Ohr- 
bach is a special partner in the 
firm. 

Offices will be located at 37 
Wall Street and 61 Broadway, 
New York City. 





Max Jacquin, Jr. 


With Herrick Waddell 

(Special to THe FINANCIAL CHRONICLE) 

KANSAS CITY, MO.—William 
W. Crockett has become affilated 
with Herrick, Waddell & Co., Inc., 
1012 Baltimore Avenue. 








Fusz-Schmelzle Adds Two 
(Special to THe FrNANCIAL CHRONICLE) 
ST. LOUIS, MO.—Ralph H. Bos- 

chert and James J. Webb have be- 

come affiliated with Fusz - 





(Continued on page 635) 





Saffrey, Chairman of the SEC, as| 
a “preliminary conference to re-/| 
view what the program. contem- 
plates an@ to seek considered 
comments and suggestions to the 
end of improving the present 
statutes.” 

_ Present for the conference were 
William B. Haines, Frayser Jones, 
and. Donald J. Hardénbrook of 
the National Association of Man- 
ufacturers; Arthur W. Crawford, 
representing the U. S. Chamber 
of Commerce; William B. Putney 
III of the Commerce and Industry 
Association of New York; John 
Sheffey, Executive Secretary, and 
Warren Moteley, counsel, for Na- 
tional Association of Investment 
Companies. 





SEC and Issuers’ Representatives Confer 
For Second Time on Revision of Securities Acts 


Representatives of issuers of securities met in Philadelphia on 
Jan. 28 with the Commissioners of the Securities and Exchange Com- 
mission to discuss revisions contemplated in the Securities Act of 
1933 and the Securities Exchange Act of 1934. 

This was the second meeting held with members of the financial 
community in the Commission’s program aimed at revising the acts, 





and was described by James J.® 


Mr. Caffrey reported the con- 
ference was marked by an “At- 
mosphere of cooperation and an 
attitude of keeping the integrity 
of the statutes with respect to 
protecting the American public 
investor.” 

A “gratifying response’ has 
been received by the Commission 
in. its appeal for written com- 
ments on the revision program, 
according to Mr. Caffrey. Meet- 
ings with other groups will follow 
and the commissioners themselves 
are to meet with underwriters, is- 
suers, large and small institu- 
tional buyers, representatives of 
small business and other interest- 
ed groups on the West Coast, 
Southwest and Midwest. 





SUCCESSORS TO 


LEWISOHN & CO. 


EFFECTIVE FEBRUARY 1, 1947 


We are pleased to announce the formation of 


DREYFUS, JACQUIN & CO 


MEMBERS NEW YORK STOCK EXCHANGE 





37 Wall St., New York 5, N. Y. 
Whitehall 3-5031 





GENERAL PARTNERS 
Jack J. Dreyfus, Jr. * Max Jacquin, Jr. * William E. Nulty 
Oscar H. Riggs * John Behrens 


SPECIAL PARTNER 
Gladys Ohrbach 


61 Broadway, New York 6, N. Y. 
Whitehall 3-4140 





Schmelzle & Company, Boatmen’s 
|Bank Building. 





SCHENLEY DISTILLERS CORPORATION 


NOTE—From time to time, in this space, 
there will ~ gm an advertisement which 
we hope will be of interest to our fellow 
Americans. This is number 154 of a series. 

SCHENLEY DISTILLERS CORP. 





From Now On! 
By MARK MERIT 








This is the season for resolutions 
—good ones—we hope. This re- 
corder, being no exception, has 
made several resolves which he 
hopes to carry out all through 1947. 
If he succeeds in making them 
“stick”’ for an entire year, he thinks 
they’ll get on “‘steady’’. Most of 
our resolutions are strictly private 
—between me and myself—and 
we’re not going to talk about them. 


But we are going to talk about 
one business resolution which we 
guarantee to keep! We found our 
inspiration for it in a men’s cloth- 
ing advertisement which appeared: 
in one of our daily papers—spon- 
sored by one of our favorite stores. 
The advertisement mentioned the 
excellent tailoring in the store’s 
clothing for men and then stated 
that the fabrics were ‘‘all-wool do- 
mestic weaves”. Please note that 
word ‘“‘domestic’’. 


And here is the resolution we are 
going to make “‘stick’’. Resolved— 
that we are going to say and write 
the. word ‘“‘American’”’ instead of 
“‘domestic”’. We believe that there 
are no finer material and workman- 
ship than—American. We believe 
that the words ‘‘Madein America”’ 
or ‘‘Made in the U.S.A.” have a 
greater significance all over the 
world today than ever before (ask 
the people in Europe and Asia). So 
from now onit will be—‘“‘A merican” 
instead of “‘Domestic’’! 


There is no disparagement of for- 
eign products intended—and we’re 
not ‘‘waving the flag’’. But on sec- 
ond thought . . . where is there a 
better flag? 








FREE—96-PAGE BOOK~—Send a 
postcard or letter to MARK MERIT OF 
SCHENLEY DISTILLERS CoORP., Dept. 
138A, 350 Fifth Ave., N. Y. 1. and you will 
receive a 96-page book containing reprinte 





of earlier articles’ on vartous’ sitbjectst 
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Dealer-Broker Investment 


Recommendations and Literature 
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It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 








= 





Basic Analyses— Studies of 22 
stocks attracting current investor 
interest: Anaconda Copper, 
Celanese Corp., Coca Cola; Com- 
mercial Sol., Curtis Publishing; 
Electric Power & Light; General 
Foods; General Motors; Inter- 
national Nickel; Irving Trust; 
Libby, McNeill & Libby; Ohio 
Oil; Packard Motors; Phelps 
Dodge; Public Service of New 
Jersey; Pullman; Republic Steel; 
Schenley Distillers Corp.; Texas 
Gulf Sulphur: United Gas Im- 
provement; Walworth Co.; and 
F. W. Woolworth—write for basic 
analysis to Department T-9, Mer- 
rill Lynch, Pierce, Fenner & 
Beane, 70 Pine Street, New York 
5, N. Y. 


Building Shares—Memorandum 
on three companies furnishing 
basic products—Kneeland & Co., 
Board of Trade Building, Chicago 
4, Ill. 


Building Stocks—Comparison of 
Johns-Manville Corp., U. S. Gyp- 
sum Co. and National Gypsum 
Company—Lewisohn & Co., 61 
Broadway, New York 6, N. Y. 


Commodities—Brochure analyz- 
ing position of individual com- 


modities and including compre-|}- 


hensive review of the world’s 
commodities and markets—Bache 
& Co., 36 Wall Street, New York 
5, N. Y. 


Esky-Pads—Memorandum pad 
with the Varga girl on the cover— 
B. S. Lichtenstein & Co., 99 Wall 
Street, New York 5, N. Y. 


“For Investors”—List of invest- 
ment stocks selected for manage- 


CARTER H. CORBREY & CO. 


Member, National Association 
of Securities Dealers 


Wholesale Distributors 


Middie West — Pacific Coast 


For 
UNDERWRITERS 
SECONDARY MARKET 
DISTRIBUTION 


CHICAGO 3 LOS ANGELES 14 
135 S. LaSalle St. 650 S. Spring St. 


State 6502 Michigan 4181 





‘New York 5, N. Y. 





*Wells-Gardner & Co., Com. 
Snap-On Tools Corp., Com. 
*Jessop Steel Pfd. 
*Seismograph Service Corp.,Com, 


*Prospectus Available on Request. 


Paal FI.Davis & Go. 


Established 1916 
Members Princi Stock Exchanges 
Chicago Board of Trade 


10 So. La Salle St,, Chicago 3 


Erosio sss? Tlgyes 5 op 
Indi is, Ind. - ockford, Ill. 
eee Cléveland, Ohio 








SINCE 1 


Freo. W. FAIRMAN Go. 


Central Public 
Utility 
51%4’s of ’52 


Write for our Brochure 
analyzing these Bonds. 


208 SOUTH LA SALLE ST. 
CHICAGO 4, ILLINOIS 
Telephone Randolph 4068 
Direct Private Wire to New York 
Bell System CG 537 
Se Cet RAE BS 





ment, dividend record, financial | 
strength. important industry, mar- 
ketability, and profitable opera- | 
tions in depression—Frank C. 
Masterson & Co., 64 Wall Street, | 
New York 5, N. Y. 


Guide to the Perplexed—a chal- 
enge to the barrage of. pessimis- 
ic statements—bulletin with. a 
ist of suggested stocks for income 
ind capital appreciation—Streuss 
3ros., 32 Broadway, New Ycrx 4, 
N. Y. 

Leading Banks And Trust Com- 
panies of New York — Compara- 
tive tabulation—New York Han- 
seatic Corporation, 120 Broadway, 


Nathan Straus-Duparquet, Inc. 
—Memorandum for banks, brokers 
and dealers—Troster, Currie & 
Summers, 74 Trinity Place, New 
York 6; N. Y. 


New York City Bank Stocks — 
Comparison and analysis of 19 
New York City Bank Stocks with 
1946 operating earnings and se- 
curities profits—Laird, Bissell & 
Meeds, 120 Broadway, New York 
5, N. Y. 


Preferred Stock Guide—Current 
figures on unlisted public utility 
preferred and common stocks — 
also contains a brief analysis of 
Sioux City Gas & Electric Co.-— 
G. A. Saxton & Co., Inc., 70 Pine 
Street, New York 5, N. Y. 


Railroad Developments — Cur- 
rent developments in rails—Vilas 
& Hickey, 49 Wall Street, New 
York 5, N. Y. 


Revenue Bonds—Reprints of an 
address before the Municipal Fi- 
nance Officers Association of Ohio | 
by E. M. Bancroft of Stranahan, | 
Harris & Co., Inc.—Ohio Build- 
ing, Toledo 4, Ohio. 





Review of the American Market 
For British Securities in 1946 — 
Contains articles on the discount 
on British securities; United 
Kingdom Treasury bonds; tax 
status of income from British 
sources; British industrial stock | 
average monthly for 1946, and a) 
compilation of monthly dollar 
prices of 150 securities traded in 
both New York and London — 
Model, Roland & Stone, 76 Beaver 
Street, New York 5, N. Y. | 


Aetna Standard Engineering Co. | 
— Late circular — Luekhurst & | 
Company, Inc., 40 Exchange Place, 
New York 5, N. Y. 

Also available are circulars on | 
Buda Company, Kearney & 
Trecker Corp. and the Fresnillo | 
Company. 

| 

Amalgamated Sugar Company— | 
Financial analysis and 1947 out-| 
look—Edward L. Burton & Co..| 
160 South Main Street, Salt Lake 
City 1. Utah. 


Argo Oil Corporation—Descrip- 
tive circular—Seligman, Lubetkin 


& Co., Inc., 41 Broad Street, New} 


York 4, N. Y. 

Also available are circulars on 
Wellman Engineering; Fashion 
Park, Inc.; Upson Co.; and Osgood 
Co, 


Aspineok Corporation—Circular 
—Ward & Co., 120 Broadway, 
New York 5, N, Y. 

Also available are memoranda 
on W. L. Douglas Shee Co.; Hart- 
ford. Empire; Lanova Corp.; Mo- 
hawk Rubber; and Taylor Whart- 
on Iron & Steel; Purolator Prod- 
ucts; Upson Corp.: Alabama Mills; 
Diebold, Inc.; Pfaudeer Corp. 


Bausch & Lomb—Memorandum 
—J. G. White & Co., Inc., 37 Wall 
Street, New York 5, N. Y. 


Boston & Maine Railroad 
Circular — Walter J. Connolly & 
Co., 24 Federal Street, Boston 10, 
Mass. 


Central Public Utility 5%s 


of ’°52 and Consolidated Electric |. 


and Gas Pfd. — Comprehensive 
study and analysis in brochure 
form—Fred W. Fairman & Co., 
208 South La Salle Street, Chi- 
cago 4, Ill. 


Chicago & North Western — 
Study of situation and outlook for 
5% participating preferred stock 
—H. Hentz & Co. 60 Beaver 
Street, New York 4, N. Y. 


Cliffs Corporation — Study of 
situation in view of liquidation 
program—Gottron-Russell & Co., 
Union Commerce Building, Cleve- 
land. 14, Ohio. 


Colorado Milling and Elev. Co. 
—Memorandum—Buckley Broth- 
ers, 1420 Walnut Street, Philadel- 
phia 2, Pa. 

Also available are memoranda 
on the Gruen Watch Co. 
International Detrola 


Commodore Hotel, Inc.—Circu- 
lar—Seligman, Lubetkin & Co. 
Inc., 41 Broad Street, New York 
4, N. Y. 

Also available is a circular on 
Foundation Co, 


- 
D. L. & W. — Lackawanna RR. 


'of New Jersey — Analysis — B. 
|W. Pizzini & Co., 25 Broad Street, 


New York 4, N. Y. 


Fedders-Quigan Corporation — 
Analytical memorandum — Hautz, 
Engel & Andrews, 57 William 


| Street, New York 5, N. Y. 


General Phoenix Corp.—Study 
of situation—May & Gannon, Inc., 
161 Devonshire Street, Boston 10. 
Mass. 


Greyhound Corp. — Circular— 
Hicks & Price, 231 South La Salle 
Street, Chicago 4, Il. 

Also available are circulars on 
American Bank Note Co. and The 


| Muter Co. 


Grinnell Corp.—Research item 
—Goodbody & Co., 115 Broadway, 


|New York 6, N. Y. 


Also available is a research item 
on Rockwell Manufacturing Co. 


R. Hoe & Co.—Circular—Adams 
& Co., 231 South La Salle Street, 
Chicago 4, Ill. 


Hydraulic Press Manufacturing 
Co.—Detailed Analysis—Comstock 
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H. M. Byllesby 


Telephone State 8711 
New. York Philadelphia 








DEEP ROCK OIL CORP. Common 
CHICAGO SO. SHORE & SO. BEND RR Com. 
NORTHERN STATES POWER CO. 6% & 7% Pfds. 


and Company 
135 So. La Salle Street, Chicago 3 


Teletype CG 273 
Pittsburgh Minneapolis 
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&.Co., 231 South La Salle Street 
Chicago 4, Ill. 

Also available are analyses oi 
Long Bell Lumber Co,, and/| 
Miller Manufacturing Co, | 


B. L. Lemke & Co.—Study-—| 
Paul & Co., Inc., 1420 Walnut 
Street, Philadelphia 2, Pa. | 


Lime Cola Co.—Late data—- 
Thornton, Mohr & Co., First Na- 
tional Bank Building, Montgom- 
ery 4, Ala. 


New England Public Service Co. 
—New analysis—Ira Haupt & Co 
111 Broadway New York 6; N. Y. 

Osgood Company—Detailed cir- 
cular—Seligman, Lubetkin & Co., 
41 Broad Street, New York 4, 
N. Y. 

Paraffine Companies, Inc. 
Analysis — J. Barth & Co., 482 
California Street, San Francisco, 
Calif. 


Parker Appliance Co.—Circular 
—du Pont, Homsey Co., 31 Milk 
Street, Boston 9, Mass. 


Pathe Industries, Inc. — Mem- 
orandum—tTroster, Currie & Sum- 
mers, 74 Trinity Place, New York 
6: Ni ¥. 


Fred B. Prophet Co.—Circular 
—DeYoung, Larson & Tornga, 
Grand Rapids National Bank 
Building, Grand Rapids 2, Mich. 


Public National Bank & Trus' 
Co,—Year-end analysis—C. E. 
Unterberg & Co., 61 Broadway. 
New. York 6, N, Y. 


Also available is an offering 
siepuler on Stern & Stern Textiles, 
ne. 


Ralston Steel Car Co, — Circu- 
lar — Lerner & Co., 10 Post Office 
Square, Boston 9, Mass. 


Red Rock Bottlers, Inc.—Circu- 


'lar—Hoit, Rose & Troster, 74 Trin- 


ity Place, New York 6, N. Y. 


Rockwell. Manufacturing Go,— 
Analysis — Steiner, Rouse & Co.. 
25 Broad Street, New York 4, 
N ¥. 


Schenley Distillers Corporation 
—Brochure of articles they have 
been running in the Chronicle. 
Write to Mark Merit, in care of 
Schenley Distillers Corporation. 
veo Avenue, New York 1, 


Seminole Oil & Gas Corporation 
—Late data—F. H. Koller & Co., 
-~ gy Pal Broadway, New York 6, 


Sylvania Electric Products, Inc. 
—Study of current position and 
outlook—Hayden, Stone & Co., 25 
Broad Street, New York 4, N. Y. 


Title Guarantee & Trust Co. — 
Features of 1946 Annual Report 
and analysis of outlook—Amott, . 
Baker & Co., Inc., 150 Broadway, 
New York 7, N. Y. 


Utica & Mohawk Cotton. Mills, _ 
Inc. — Circular — Mohawk. Val- 
ley Investing Co., Inc., 238 Gen- 
esee Street, Utica 2, N. Y. 


Secretary. Clayton vs. Sen. Butler 
On Reciprocal Trade Agreements. 


Mr. Clayton denies charges that November election implied 
repudiation; that negotiations have been valueless to. U. 


that the proposals would destroy 


ular 
; and , 
protection, Asserts. agreements. . 


will be flexible; and a prerequisite to an overall, world trade pro- 
gram. In rejoinder Senator Butler criticizes lack of- bi-partisan 
consultation; complains about brevity of hearings; and charges 
contradictory policies on wool, creating “Wonderland of Economic 


Nonsense.” 


_ Extending their controversy over the significance of the negotia- 
tions under the Reciprocal Trade Agreements Act. Senator Hugh 


Butler, 


Republican of Nebrask<e® 





and member of the Banking ana 
Currency Committee, and Under 
Secretary of State for Economic 


will.’ Second, you refer to the 
‘pretended goal’ of this ‘ostensible 
program’ and suggest that the 
concessions obtained in past ne- 
gotiations have been valueless. 
Third, you complain that the list 


of products under consideration in - 
| connection with the pending ne- 


gotiations is long. Fourth, you 
conclude that the Administration 
intends ‘to destroy our system of 


' tariff protection,’ 


“On none of these points do L. 
find it possible to agree. 


No Voter Repudiation 
“First, there is no evidence to 


|Support your contention that the 
trade agreements program was re- 


William L. Clayton Hugh Butler 
Affairs William. L. Clayton en- 
gaged in another exchange of cor- 
respondence on the subject. 
Following is a reply by Secre-| 
tary Clayton written under date | 
of Jan. 16, to Senator Butler’s pre-| 
vious communications of Dec. 19: 


Mr. Clayton’s Letter 

“Jan. 16, 1947. | 

“My dear Senator Butler: 
“In your letter of Dec. 19, which | 
was acknowledged by my secre- | 
tary during my absence from the| 
city, you urge that negotiations | 
under the Reciprocal Trade| 
Agrements Act be suspended. You 
advance four arguments in sup-| 
port of this request. First, you| 
contend that the trade agreements | 
program was repudiated by the | 
voters in the November election | 
and that its continuation would be 
‘a direct affront to the popular 


suaieted by the voters in the No- 
vember election. Certainly, it 
would have been impossible for 
any voter to suppose that this pro- 


| gram was an issue in the cam- 
| paign. The American people had 


been repeatedly assured that there 
was no partisanship in foreign 
policy; that politics stopped at the 
water's edge. The Trade Agree- 


/ments Act, first passed in 1934, 


had been renewed four times, each 
time with a substantial number of 
Republican votes. On the last re- 
newal, which involved an in- 
crease in the authority of the 
President to negotiate agreements, 
the Republican vote in the Senate 
nad been practically a tie: 15 for 
and 16 against. The three last Re- 
publican candidates for the Pres- 
idency—Mr. Landon, Mr. Willkie 
and Mr. Dewey—had each ex- 
plicitly endorsed the principle of 
tariff reductions through recipro- 
cal agreements. You may recall 


(Continued on page 633) 
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The International Bank International vs. Domestic Money 


By EMILIO G. COLLADO* 
U. S. Executive Director, International Bank for 
Reconstruction and Development 

U. S. representative on Bank’s directorate gives details of institu- 
tion’s history and organization; purposes of its loan operations; 
loan conditions; financial structure; status of guarantees and other 
obligations and present loan applications. Analyzes United States’ 
capital subscription and potential backing. Mr. Collado asserts 
great importance of broad market for Bank’s obligations, empha- 
sizing they are safe and attractive outlet for investment funds. 
Asserts institutions incurs no risks of currency depreciation. De- 
clares Bank is designed to withstand most extreme economic stress 
and strains; and, at worst, its obligations would compare very 
favorably with concurrent record of other securities. 


INTRODUCTION 


The immediate and long-term interests of the United States re- 
. Quire the speeding up of the world’s economic recovery and economic 
, development : - ooo 
_ through a » why it is important that the mar- 
continuous ket for the obligations of the In- 
and steady ternational Bank be broadened as 
flow of for- much as possible. First, the Bank 


eign loans. must distribute its 2 securities 
. Only by the widely if the responsibilities in 
reestablish- the foreign economic field en- 


ment of high trusted to it by the United States 
levels of pro- 
duction and 
trade the 
worldover 
can the 
United States 
be assured in 
future years 
of a sustained 
level of ex- 
ports and imports appropriate to 
the maintenance of high levels of | 
domestic production and employ- 
ment. By facilitating the sound 
economic development of other 
areas, the levels of world pro- 
duction and income can be in- 
creased. High levels of income at 
home and abroad are the surest 
foundations to the expansion of 
world trade which is necessary to 
us and to the rest of the world— 
the surest foundations upon which 
to build prosperity and peace. 


The United States has utilized | 
a number of vehicles for the 
emergency and transitional fi- 
nancing of relief, rehabilitation, 
and reconstruction. It is its pres- 
ent policy, fully ratified by the 
Congress, to place principal em- 


; . designed ultimately to assume. 
phasis on the International Bank ; dna Bees 
for Reconstruction and Develop- | -2¢ Congress authorized the 


ment as the instrument for the | dent to accept membership in the 
promotion of private foreign in- Bank, and undertake on behalf of 

t t d th l tal the United States, the obligations 
ceanciean e suppiementa’! embodied in the Articles of 


financing at long-term of projects Agreement; it fully empowered 
and programs of reconstruction the Secretary of the Treasury to 
and development. pay in dollars to the Bank to meet 

The principal funds to be em-| calls on the capital of $3,175,000,- 
ployed by the Bank in its opera-/ 090 subscribed by the United 
on the investment markets of its| pointment of a United States 
own obligations or obligations} Governor and an Executive Direc- 
guaranteed by it. In many juris-|tor and their alternates by the 
dictions various types of investors | president by and with the advice 
may now invest in the obligations| ang consent of the Senate; it 
of the Bank. The New York State| created a National Advisory 
Assembly last March legalized| Coyncil — known as the NAC 
such obligations for investment by | which consists of the Secretary of 
mutual savings banks. Legislation| the Treasury as Chairman, the 
is now being introduced in 4| Secretaries of State and of Com- 
number of States to make Inter-| merce, and the Chairmen of the 
national Bank obligations eligible | Board of Governors of the Fed- 
for insurance company and other | eral Reserve System and of the 
investment. Board of Directors of the Export- 

There are two general reasons|{mport Bank — to act for the 
United States in matters such as: 


1. Assenting to the sale of deben- 
tures in this country where the 


(Continued on page 613) 


are to be adequately discharged. 
Second, the obligations of the 
Bank will provide a safe and at- 
tractive outlet for investment 
funds. 

It is believed that the following 
analysis will demonstrate the high 
investment quality of the obliga- 
tions of the International Bank. 





Emilio G. Collado 


History And Organization 


The International Bank has 
been established pursuant to 
Articles of Agreement formulated 
in July 1944 at the Bretton Woods 
Conference which also prepared 
the Agreement for the _ Inter- 
national Monetary Fund. United 
States participation was author- 
ized by the Bretton Woods Agree- 
ments Act which was adopted in 
the summer of 1945, at which time 
also, the lending authority of the 
Export-Import Bank was ex- 
panded by $2.8 billion to enable 
it temporarily to undertake many 
of the responsibilities of financing 
reconstruction and development 
which the International Bank was 








*Statement by Mr. Collado to 
the Insurance Committee of the 
Massachusetts Legislature, Jan. 21, 
1947. 





and other member governments: 


depressions from one nation to 


sence an international monetary 
system, and that its breakdown in: 
the interwar period ‘ represented 
the triumph of monetary national- 
ism Over monetary international-. 
ism. 

Since your Chairman begged for: 
originality in these papers, I shall 
try to defend exactly the opposite 
thesis. Paradoxical as it may 
sound, I submit to you that the 
general abandonment of the gold 
standard in the 1930’s was a re- 
action, not against international 
monetary organization, but against 
the lack of any such organization. 
I also suggest that an interna- 


tional monetary system cannot be 
approached by renunciation of na- | 
tional instruments of monetary | 
policy, but implies, on the con- 
trary, the strengthening of such 





harmful nationalistic protective measures. 

lishment of International Monetary Fund, whose policies, he con- 

tends, should be- flexible to meet diversities of regional conditions. 
The topic of this paper, and its brevity, invite commonplaces. 


The most trite of such commonplaces is the once original observation 
that the. gold standard was in es- © 


By ROBERT TRIFFIN* 
International Monetary Fund 


Contending general abandonment of gold standard was due largely 
to lack of international monetary organization, Dr. Triffin holds 
selling up an international monetary system implies strengthening 
of domestic currencies. Says gold standard precluded any inter- 
national monetary policy and was cause of spreading business 


others, as well as a resort to 
Sees remedy in estab- 





sphere of ends and policies, rather 
than. of means and techniques. 
The automatism of the gold 
standard excluded any control, 
whether national or international,: 
over monetary phenomena, It 
precluded, therefore, the develop- 
ment of an international monetary 
policy, by denying the means of 
carrying out any such policy. This 
laissez-faire attitude was de- 
fended, here as in other areas of 
economic life, as the sure path to 
economic balance and equilibrium. . 
It is curious to reflect on the sur- 
vival of this philosophy in the 
field of international relations, 
long after its abandonment by 
most economists in the field of 
domestic economic policies. 


Prestige of Gold Standard 
The prestige of the gold stand- 


‘Bond Club of Chicago 


-& Co., will submit the following 


instruments and their effective | arq as a mechanism ensuring in- 
utilization and integration into an | ternational monetary balance can 
international policy framework. |Pe traced back to pg caentans 
: 'analysi alance of payments 
In other words, monetary inter-| readjustments. This analysis, how- 
nationalism must begin in the ever was developed in terms of 
'a special category of disequilibria, 
*An address by Dr. Triffin be- | originating in cost maladjustments 
fore the annual meeting of the | between a single country and the 
American Economic" Association, |Test of the world. It was never 
Atlantic City, N. J., Jan. 24, 1947.’ (Continued on page 631) 























NSTA Notes 














CLEVELAND SECURITY TRADERS ASSOCIATION 


A half dozen brokers represented the Cleveland Securities 
Traders Association at the annual dinner of the Bond Traders Club at 
Chicago Tuesday, Jan. 28. 

In the Cleveland contingent were Richard Gottron of Grotton, 
Russell & Co.; Howard Eble and Edward Parsons Jr. of Wm. J. 
Mericka & Co.; Corwin Liston of Prescott & Co.; Jay L. Quigley of 
Quigley & Co.; and M. A. Cayne of Cayne & Co. 

The group also was present at the winter meeting of the National 
Securities Traders Association in Chicago yesterday (Wednesday). 

Mr. Eble and Mr. Gottron are in Kansas City today for a meeting 
of the Bond Traders Club there and tomorrow (Jan. 31) are slated to be 
in Minneapolis and St. Paul for a meeting of the Twin Cities Bond 
Traders Association. 

Several days ago Mr. Quigley announced appointment as national 
committeemen for 1947 to the NSTA of Liston, Cayne and himself. 
Alternates are: Clarence F. Davis of First Cleveland Corp., George 
F. Opdyke of Ledogar-Horner Co. and Arthur V. Grace of Arthur V. 
Grace & Co. The national committee met in the Palmer House, Chi- 
cago, yesterday with more than 3,000 committeemen from coast-to- 
coast in attendance. Some of the principal topics up for discussion 
included present and prospective legislation and working conditions 
within the industry. 


SECURITY TRADERS ASSOCIATION OF NEW YORK 


_ Michael J. Heaney, President of the Security Traders Associa- 
tion of New York, announces that the Association’s annual dinner 
will be held on Friday, April 25 at the Waldorf-Astoria Hotel. 
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Nekoosa-Edwards Paper Co. 


COMMON STOCK 
Bought Sold Quoted 


LOEW I & CO. 


Members Chicago Stock Exchange 


225 EAST MASON ST. MILWAUKEE (2) 
PHONES—Daly 5392 Chicago: State 0933 Teletype MI 488 


BUFFALO BOLT 
HYDRAULIC PRESS MFG. 
MATTHIESSEN & HEGELER ZINC 
CHICAGO SOUTH SHORE & SCUTH BEND 


DOYLE, O’CONNOR & CO. 


INCORPORATED 


135 SOUTH LA SALLE STREET 
CHICAGO 3, ILLINOIS 
Telephone: Dearborn 6161 











Slate for New Officers 


CHICAGO, ILL. — The thirty- 
sixth annual dinner and meeting 
of the members of The Bond Club 
of Chicago 
will be held 
in the Crystal 
Ballroom of 
the Black- 
stone Hotel on 
Thursday, 
Feb. 13, 1947. 

A nominat- 
ing commit- 
tee consisting 
of Ralph 
Chapman, 
Farwell,Chap- 
man & Co., P. 
A. Walters, 
Stone & Web- 
ster Securities 
Corp., and 
Paul L. Mullaney, Mullaney Ross 






















































Nathan D. McClure 


nominations for officers and di- 
rectors for the coming year: 


President: Nathan D. McClure, 
Harriman, Ripley & Co. Inc. 


Secretary: George S. Channer, 
Jr., Channer Securities Co. 
Treasurer: William D. Kerr, Ba- 
con, Whipple & Co. 


For directors to serve for one 
year, the above and— 

Leo J. Doyle, Doyle, O’Connor 
& Co., Inc.; Richard A. Kebbon, 
Kebbon, McCormick & Co.; John 
S. Loomis, The Illinois Company; 
George L. Martin, Martin, Burns 
& Corbett, Inc.; Richard W. Sim- 
mons, Lee Higginson Corp.; Nel- 
son M. Utley, Halsey, Stuart & Co. 
Inc. 

Guest speaker will be Mark A. 
Brown, Executive Vice-President, 
Harris Trust and Savings Bank. 

Dinner coats will be worn. 
Cocktails will be served at 6:15 
p.m. and dinner at 7:00 p.m. 




















Active Trading Markets in 


R. Hoe & Co., Inc. 


Class A and Common Stocks ° 











The oldest manufacturer or news- 
paper and magazine printing presses 
in the country. Now booked to ca- 
pacity for more than two years and 
turning out presses in record volume, 
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ADAMS & CO. 


231 SOUTH LA SALLE STREET 
CHICAGO 4, ILLINOIS 
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Aeronca Aircraft Corp. | 
Baltimore Transit Co. Pfd. 
Burgess Battery Co. Com. | 

Chgo. Auro. & Elgin Ry. Units} 

Decker Mfg. Co. Com. 

Howard Industries, Inc. 
*Hydraulic Press Mfg. Co. 
Old Ben Coal Corporation 
*Long-Bell Lumber Ccmpany} 
*Miller Manufacturing Co. | 

Oil Exploration Co. Com. 
Trailmobile Company 













Teletype: CG 1200 











*Detailed analysis available on request. 
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Ohio Brevities 
Blair & Co. headed an account, including McDonald & Co. of 
Cleveland and First Cleveland Corp. that won $6,500,000 Seattle mu- 
nicipal light and power 2% bonds on a bid of 99.31. The issue, which 


was reoffered to yield from 1.90 to 2.09%, met a very fine reception, 
the underwriters said, adding that the bonds were substantially all 


sold soon ofter the offering. z 


A total of $1,500,000 first mort- »— 


gage notes has been sold by Basic 
Refractories, Inc. of Cleveland to 
the Central National Bank of 
Cleveland and Mutual Life Insur- 
ance Co. of New York. 

Of the proceeds, the company 
said, about $700,000 would be used 
for the construction of another 
plant at the Maple Grove (Ohio) 
operations. The remaining pro- 
ceeds will be used to pay off the 
purchase price. of a government 
plant and the rest added to work- 
ing capital. Headquarters of the 
company are at Cleveland, 

* % 


Over 50 years of service with 
two of the largest paint companies 
ended suddenly for Richard W. 
Levenhagen, Chairman of the 
executive committee of Glidden 
Co., Cleveland. 

Two weeks ago today Mr. Leven- 
hagen, who completed 25 years 
with Glidden last spring, was 
elected to the executive commit- 
tee post and died unexpectedly 
the following day at his home. 
Before joining Glidden he had 
been’ with the Sherwin-Williams 
Co. a quarter of a century. Dur- 
ing most of his time with Glid- 
den he had directed the Durkee 
Famous Foods division, one of the 
most important of the company’s 
operations. i 


a 


ey * 


Fahey, Clark & Co. of Cleve- 
land and First National Bank 
of Chicago, were successful 
bidders for $695,000 Wooster, 
Ohio, 134% city school district 
bonds with a bid of 102.289. 
The bonds mature serially from 
Oct. 1, 1948 to April 1972. The 
issue was reoffered at prices to 
yield from 0.70% to 1.70%. 


Next best bid was 102.13 by 
Braun, Bosworth & Co. of Toledo, 
with the third bid 101.92 by Stra- 
nahan, Harris & Co., also Toledo. 

It is the school district’s only 
indebtedness and it plans to use 
the proceeds to construct a new 
school building and for additions 
to others. 

This little story could almost be 
titled “Financing the Railroads” 
by Halsey, Stuart & Co. 

One day last week, Thursday to 
be exact, accounts headed by the 
Chicago firm were successful bid- 
ders on four equipment trust cer- 
tificate issues. Otis & Co. of 
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Cleveland was in all groups, ex- 
cepting one issue by Chesapeake 
& Ohio Railway. 


The biggest was $14,970,000 
Pennsylvania Railroad ETC’s 
which the Halsey group won on 
a bid of 99.209 for 1% % interest 
rate. These were reoffered to 
yield from 1 to 2.15%. 


The C&O issue amounted to 
$2,300,000 and the bid was 99.129 
for 14% securities, representing 
a net interest cost of about 1.665%. 

The third set of obligations was 
$1,700,000 Cincinnati, New Or- 
leans & Texas Pacific 14s. The 
yield price was 0.95% to 1.80%. 

The final issue was $1,520,000 
Alabama Great Southern which 
they acquired on a bid of 99.278 
for 1%%. These were reoffered 
to yield from 0.90 to 1.75%. 


Earlier this month a Halsey 
group won $3,310,000 of Balti- 
more & Ohio Railroad 2% 
equipments on a bid of 99.401. 
The reoffering on these was 
1.15 to 2.25%. 

8 tk % 

Fifty-six years of banking ser- 
vice to Cleveland is the record 
established by Arthur H. Seibig 
who has retired as Vice-Chairman 
of the board of directors of Cen- 
tral National Bank of Cleveland, 
effective Feb. 1. He will continue 
as a director. 


* s vs 


Financial Seen—Frank L. El- 
mendorf, Vice-President of Rob- 


Cleveland, has been elected a 
director of Continental Can Co., 
second largest in its field. El- 
mendorf has been closely con- 
nected with the can concern for 
15 years. ... Harvey O. Yoder, 
co-founder and Secretary-Treas- 
urer of the 35-year-old Yoder Co., 
machinery manufacturers, has re- 
signed as an officer and director 
tc indulge in civic, cultural and 
other interests. . . .. Francis. M. 
Sherwin is the new President and 
Frank T. Humiston Jr., Treasurer 
and Assistant to the President of 
Brush Beryllium Co.... 


Secretary William J. Perry 
represented the Cleveland Stock 
Exchange at a Securities & Ex- 
change Commission conference 
at Philadelphia yesterday at 
which discussions for proposed 
revisions in the Securities Act 





Carey, Philip, Com. & Pfd. 
Drackett Co. Com. & Pfd. 
Gruen Watch Com. 
Red Top Brew 
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W: D: Gradison & Co. 


Members New York and Cincinnati 
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ert Heller & Associates, Inc. of}: 


of 1933 and the SEC Act of 
1934 were held. ... 


The annual meeting and dinner 
of the Cleveland Exchange is set 


for Feb. 19 at the Union Club. | 


George Placky of L. J. Schultz 
& Co. heads arrangements... . 
Harvey T. Gracely, who in 1901 
took a job in a factory stock room 
with Marion Power Shovel Co., 
then Marion Steam Shovel Co., 
today is Pesident and General 
Manager of the company. He has 
been with Marion all of that time 
with the exception of about five 
years during the first World 
War, ss 3 


John P. McWilliams, Cleve- 
land industrialist, has been add- 
ed to the directorate of another 
company, Union Carbide & Car- 
bon Corp. He is President and 
director of Youngstown Steel 
Door Co., and a director of 
Youngstown Sheet & Tube, 
Goodyear Tire & Rubbér and 
National City Bank of Cleve- 
es 2..4°3 


Nestle-LeMur Co., founded in 
Cleveland and now located in New 
York City, has elected Lee E. 
Nadeau, Vice-President. He has 
been with the beauty parlor equip- 
ment maker for 20 years... . 
G. Gilbert Thorne has been ap- 
pointed general manager of trade 
sales of Sherwin-Williams and 
E. W. Windsor is the new gen- 
eral manager of the S-W special 
chemical products sales. 


Berwyn T. Moore Pays 


Visit to Cleveland 
CLEVELAND, OHIO — Berwyn 
T. Moore President of Berwyn T. 
Moore & Co., Inc. of Louisville, 
Ky., paid his 
first visit to 
Cleveland last 
weekend since 
taking office 
as Chairman 
of District 10 
of the National 
Association of 


Securities, 


Dealers, Inc. 
The 
covers Ohio 


and Kentucky | 


: and nine other 
- security deal- 
ers and brok- 


Berwyn T. Moore : 
~ yd ers serve, on 


Mr. Moore, who succeeds John 


in the investment business since 
1920. He is a past president of 


officer of the National Securities 
Traders Association. He also is 
chairman of the district business 
conduct committee. 


Walter Ingram Joins 
Staff of Goodhbody Co. 


CLEVELAND, OHIO—The call 
of the securities business has 
urged the return of Walter H. In- 
gram, associated in brokerage cir- 
cles for 35 years. 


Reserve Bank of Cleveland in 
1942, has come back as a cus- 
tomers man with the New York 


Stock Exchange firm of Goodbody 
& Co., located in the Cleveland 
office, in the National City Bank 
Building. 
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WM. J. MERICKA & CO. 


INCORPORATED 


Union Commerce Building 
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| nouncement about the matter but 
| it did say that it hoped within a 
_month or so to be able to report 





| 


| 
| Brothers and Lazard Freres & Co. 
|offered publicly yesterday 1,342,- 





|merging companies not deposited 
district | 


organization plan, will have au- 
‘thorized and outstanding a 2% 
the committee. | 
|West Utilities Co. in the amount 
E. Joseph of Cincinnati, has been | 


the Louisville Bond Club and an/| 


ers of the preference shares of the 
| merging companies were given the 


| change their shares, at the respec- 
tive redemption prices of such 
| shares, for shares of new common 


| 
} 
| 
| 
| 
| 





in exchange for the outstanding 








| preference shares and the value 
Ingram, who joined the Federal | 


Securities and Exchange Commission Reported 
Considering Relaxing NYSE Floor Trading Rules 


Both the New York Stock Ex- | might now be willing to go in the 
change and the Securities and Ex-| direction of lifting the restrictions 
change Commission admitted! on the rules but there was general 
yesterday there was substance to| agreement on the desirability of 
the report current in Wall Street| giving the traders the right to sell 
that they were in the midst of| on their own account whenever 
conversations on the subject of| they thought such action was war- 
the rules which went into effect| ranted by the condition of the 
early last year restricting the ac- | market or to purchase securities 
tivities of floor traders on the| back anytime after selling. 
Exchange. | The present restrictions prohibit 

The Exchange indicated it was|a trader from (1) selling for his 
really premature to make any an-| own account, except at a loss, on 
an up-tick, until the second suc- 
ceeding trading day; (2) buying 
securities back for his own ac- 
count on a minus-tick until the 
second succeeding trading day. 

Present restrictions also deny 
parity with a public bid or offer 
to any bid by a floor member to 
establish or increase his own po- 
sition and refuse to give prece- 
dence to any bid or offer by a 
floor member over a public order 
merely on the basis of size. 

The Stock Exchange believes 
that whatever concessions, if any, 
the SEC might consent to grant 
with regard to the rules would 
most likely be extended to the 
other exchanges in the country. 


that an agreement had been 
reached with the SEC relaxing the 
restrictions on floor trading. The 
SEC made no comment except to 
verify the fact it was discussing 
the rules with representatives of 
the Exchange. 

Traders have been severely re- 
stricted in their activities on the 
floor and the Exchange said it 
hoped to make it possible for 
them to buy and sell securities on 
their own account freely when- 
ever they wanted to do so. There 
was some _ speculation on the 
“street” as to how far the SEC 


Central & South West 
Stock Publicly Offered 


A group headed by Lehman 








[erence shares and all of the out- 
standing shares of $6 prior lien 
preferred stock of Central and 
South West Utilities Co. and ex- 
changed all such shares for shares 
of new common. 

The Directors of Central and 
South West Corp. currently intend, 
subject to continuation of consoli- 
dated earnings at approximately 
the present level and of factors 
justifying it, to initiate a policy 
of paying semi-annual dividends 
on the new common stock at the 
rate of 70 cents a share annually. 
The first dividend of 35 cents a 
share is to be paid about six 
months after the filing in the 
office of the Secretary of State of 
Delaware of the merger agree- 
ment. 


192 shares of Central and South 
West Corp. common stock (par 
$5), at $12 a share. 

Net prceeds from the sale of the 
1,342,192 shares of Central and 
South West Corp., formed through 
merger of Central and South West 
Utilities Co. and its subsidiary, 
American Public Service Co., both 
Delaware Corporations and regis- 
tered holding companies, will be 
used by the new company to retire 
those preference shares of the 


Charles Lob Opens Own 
Investment Offices 


(Special to THe Frmrnancrar CHRONICLE) , 
NEW ORLEANS, LA.—Charles 
Lob has opened offices in. the 


of $348,000, and 6,600,000 shares of : ae «ETE 
common stock (par $5). 

Under a plan of merger, ap- 
proved by the Securities and Ex- 
change Commission and the 
District Court of the United States 
for the District of Delaware, hold- 


in exchange for new 
stock pursuant to 
agreement. 

Central and South West Corp., 
following completion of the re- 


common 
the merger 





secured note of Central and South 


opportunity by an exchange offer 
terminating Jan. 17, 1947, to ex- 

















stock at the initial offering price 
per share of the common to be 
sold at competitive bidding. Ac- 
crued and unpaid dividends on the 


Charles Lob 


Canal Building to engage in the 
securities business. Mr. Lob was 
formerly a partner in Weil & Co. 
in charge of the syndicate depart 
ment, : 


of fractional shares were to be 
paid in cash. Through this ex- 
change offer, 64,749 shares _of 
preference shares aggregating 
claims of $10,000,000 were sub- 
mitted for exchange. 

The merger agreement also 
provided that the authorized 
shares of the new corporation’s 
common stock not exchanged or 
sold competitively will be issued 


A. M. Bishop Jr. Now With 
Staff of Larz E. Jones 


(Special to THz Financia Curonicie) 

NEW ORLEANS, LA.—A. M. 
Bishop, Jr. has become associated 
with Larz E. Jones, 318 Carondelet 
Street. In the past Mr. Bishop was 
head of Commodities Receipts 
Corporation, and did business as 
an individual dealer. 


shares of respective common 
stocks of Central and South West 
Utilities Co. and American Public 
Service Co. 

The Middle West Corp., in ex- 
change for its holdings of Central 
and South West Utilities common, 
will receive the authorized com- 
mon shares of the new corporation 
remaining after the exchange of 
the new stock for common shares 
of the two merging companies 
held by other stockholders. 

Middle West also owned more 
than 50% of the outstanding pref- 


Two With Chas. A. Day 


(Special to THe Financiat CxHronicie) 

BOSTON, MASS. — William’ B. 
Burford and Alfred E. Rand have 
become associated with Chas. A. 
Day & Co., Inc., Washington at 


Court Street, members of the 
Boston Stock Exchange, 
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Illinois Securities Dealers Mid-Winter Dinner 


The Illinois Securities Dealers Association held their 
Mid-Winter Dinner at the Terrace Gardens in the Mor- 
rison Hotel, Chicago, on Jan. 15, 1947. More than 200 
members and guests were present. 

Guest speakers, Richard B. McEntire, Commissioner, 
Securities and Exchange Commission and Dr. Max 
Winkler, widely known economist speaker on financial 
subjects, were introduced by Owen Van Camp, Presi- 
dent of the Association. Mr. McEntire’s subject “The 
SEC and a Free Securities Market”; and Dr. Winkler 
discussed, “The Importance of Foreign Commerce in 
Our Domestic Economy.’ Both speeches appeared in 
the “Chronicle” of Jan. 16. 

In his opening remarks Mr. Van Camp stated that 
several new firms had applied for membership in this 
growing organization. 

Guests at speakers table were: M. G. H. Kuechle, Vice- 
President, National Securities & Research Corp., (Chair- 
man, Dinner Committee Director); Wm. H Flentye, 
President, Wm. H. Flentye & Co., Aurora, Illinois, (Vice- 


ewe ee ck eke . * 


President); James J. O’Connor, President, J. J. O’Con- 
nor & Co., (Director); Sigfred & Sandeen, Prop., S. A. 
Sandeen & Co.,. Rockford. Illinois ‘Director). 

John S. Loomis, President, Illinois Co. (President 
Bond Club of Chicago); Harry A. irees, raruner, raui 
H. Davis & Co. (Director); Thomas. B. Hart, Regional 
Administrator, Securities & Exchange Commission; 
Henry D. MacFarlane, Partner, Alfred O’Gara & Co. 
(Past President); Fred. H. Mason, President, Mason, 
Moran & Co. (Director); Paul R. Noonan,. Vice-Presi- 
dent, Dixon, Bretscher & Noonan, Inc., Springfield, Mli- 
nois (Director); Walter R. Brailsford, President, Brails- 
ford & Co. (Past President). 

Hon. R. B. McEntire, Commissioner, Securities & Ex- 
change Commission (Speaker); Dr. Max Winkler, Part- 
ner, Bernard, Winkler & Co., New York (Speaker); 
Owen V. Van Camp, Vice-President, Enyart, Van Camp 
& Co., Ine. (President); Hon. Poyntelle Downing, Secur- 
ity Administrator, State of Illinois, Springfield, Illinois; 
Hubert S. Conover, Vice-President Brailsford & Co.; 


James E. Day, President, Chicago Stock Exchange; Rob- 
ert Strauss, Partner, Strauss Bros. (Director). 

Hon. E. H. Cashin, Counsel, Corporate Finance Divi- 
sion, Securities & Exchange Commission; A. D. Pla- 
mondoh, Jr., President Indiana Steel Products Co.; How- 
ard C. Morton, Partner, McMaster, Hutchinson & Co., 
President Bond Traders Club of Chicago; Paul E. Con- 
rads, Proprietor, Conrads & Co., President Rockford 
Securities Dealers Association; Joseph Blosser, Partner, 
Straus & Blosser (Director); C. H. Redfield, Vice- 
President, Sills, Minton & Co., Inc. (Secretary); Edgar 
A. Peck, Vice-President, Treasurer, W. C. Gibson & 
Co. (Treasurer). 

Nominating Cemmittee [Illinois Securities Dealers 
Association—The following were appointed as a nomi- 
nating committee for the next election of officers: 
George S. McEwan, Chairman, Paul H. Davis & Co.; Leo 
J. Doyle, Doyle, O’Connor & Co.; Paul E. Conrads. Con- 
rads & Co.; Joseph E. Dempsey, Dempsey & Co.; Henry 
D. MacFarlane, Alfred O’Gara & Co. 


L. F. Rothschild & | turity. The winning bid was 99.107 | 


‘Halsey, Stuart Groups Offer Four Rail Issues 


Halsey Stuart & Co., Ine., 
headed banking syndicates which 
won the awards Jan. 23 of four 
equipment trust certificates ag- 
gregating $20,490,000. Subject to 
the approval of the Interstate 
Commerce Commission the issues 
were reoffered immediately as 
follows: 

Pennsylvania RR. — $14,970,000 
1%% Equipment Trust Certifi- 
cates series R re-offered at prices 
to yield 1.00% to 2.15%, according 
to maturity. The certificates, ma- 
ture $998,000 each Feb. 1, 1948 to 
1962, inclusive, and will be un- 
conditionally guaranteed as to pay- 
ment of principal and dividends 
by endorsement by the Pennsyl- 
Vania RR. The certificates are not 
redeemable prior to matuity: The 
winning bid -was. 99.209, an inter- 
est cost of about 1.974%. 

' Associated in the underwriting 
are: Bear, Stearns & Co.; Blair 
& .Ca., Inc.; Equitable Securities 
Corp.; Hallgarten’ & Co.; Horn- 
blower & Weeks; Otis .& Co. 
(ine.); Phelps, Fenn & Co.; R. W. 
Pressprieh & Co.; Li: F. Rothschild 


& Co.; Shields & Co.; Gregory & 
Son, Inc.; The Illinois Co.; Burr 
& Co., Inc.; First of Michigan 
Corp.; Graham, Parsons & Co.; 
Hayden, Miller & Co.; Putnam & 
Co.; William Blair & Co.; Julien 
Collins & Co.; Wm. E. Pollock & 
Co., Inc.; Singer, Deane & Scrib- 
ner; Bacon, Whipple & Co.; Free- 
man & Co.; The Milwaukee Co.; 
Mullaney, Ross & Co.; The First 
Cleveland Corp.; Schwabacher & 
Co.; F. S. Yantis & Co., Inc.; C. 
C. Collings & Co., Inc.; Mason, 
Moran & Co.; E. W. & R. C. Mil- 
ler & Co.; Alfred O’Gara & Co.; 
and Thomas & Co. 

Alabama Great Seuthern RR.— 
$1,520,000 142% Equipment Trust 
Certifieates series J due $152,000 
annually Feb. 15, 1948 to 1957, in- 
clusive. The certificates were re- 


offered: at prices to yield from 
0.90% to 1.75%, according to ma- 
turity: - The- winning bid was 
99.278, an interest cost of about 
1.63127%. 

Other .members. of the offering 
group-are: Hornblower: & -Weeks; 
Otis & Co). (Inc.); R. W. Press- 


|300,000 14% 
|Trust Certificates of 1947. 
| certificates maturing $230,000 
|each Feb. 15, 1948 to 1957, inclu- 
|sive were re-offered at prices to 


rich & Co.; ; ’ 
Co.: Julien Collins & Co.; First of | an interest cost of about 1.66236%. | Pulis Dowling Open 


Michigan Corp.; Gregory & Son, 
Inc.; The Milwaukee Co.; Putnam 
& Co.; and Thomas & Co. 
Chesapeake & Ohio Ry.—$2,- 
Serial Equipment 
The 
on 


ing to maturity. The certificates 
are not redeemable prior to ma- 
turity. The winning bid was 
99.129, an interest cost of about 
1.665%. 
Associated in the offering are: 
First of Michigan Corp.; Freeman 
& Co.; Wm. E. Pollock & Co., Inc.; 
Putnam & Co.; Julien Collins & 
Co.; The First Cleveland Corp.; 
Mason, Moran & Co.; The Mil- 
waukee -Co.: Mullaney, Ross: & 
Co.; Alfred -O’Gara & Co.; Thomas 
& Co.; and’ F. S. Yantis.& Co., Inc. 
Cincinnati, New Orleans & 
Texas 


1%% Equipment . Trust. Certifi- 
cates; series K due $170,000 annu- 
ally Feb. 15, 1948 to. 1957, inclu- 
sive. The certificates were -re- 
offered at prices- to. yield from 
0.95% to 1.80%, according to ma- 


Pacific . Ry. — $1,700,000. 


|L. F. Rothschild & Co.; Julien 
|Collins & Co.; First of Michigan 
Corp.; Gregory & Son, Inc.; The 
| Milwaukee Co.; Putnam & Co.; 
| and Thomas & Co. 


Robert Walker Joins 
Eastman Dillon & Go. 


CHICAGO, ILL. — Robert P. 
Walker, associated for the past 


14 years with F. S. Moseley & Co., 
has joined the Chicago cffice of 
Eastman, Dillon & Co. as sales 
manager. ~ 

Following his graduation from 
the University .of Michigan in 
1930, Mr. Walker began ‘his busi- 
ness career. with Harris, Forbes 
& Co. at New York. When -that 
company merged with Chase Se- 
curities‘ Corp. in 1931, he moved 
to the sales department of its 
Chicago office... He joimed F. S. 
| Moseley’ & Co. in 1933-.- 


Associated in the offering are: | 
| Hornblower & Weeks; Otis & Co. | 
| (Ine.); R. W. Pressprich & Co.; | 


| NEW HAVEN, CONN. — Pulis, 
|Dowling & Co., New York invest- 
|ment firm, announces the opening 
|of a New Haven office at 205 
|Church St., under the management 
of Chancey W. Hulse. Mr. Hulse 
| was formerly with Cohu & Torrey 
jand Craigmyle, Pinney & Co. 


Banquet of Nat’! City 


Quarter Century Club 

The Quarter Century Club of 
the National City Organization, 
composed of employees and offi- 
cers who have served 25 years 
| or more, held its eleventh annual 
banquet at the Hotel Astor on Jan. 
| 23 with Gordon S. Rentschler, 
Chairman of.the Board, as host. 


When the Club was formed in 1937, 
ten years ago, there were 199 at 
dinner; this year there were 861 
guests. Including the overseas: 
branches of the bank total mem- 
bership is now. 1,272, representing 
an aggregate of 37,811. -service - 
years. 
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The market analyst for one of the largest dealers in real estate 


securities in New York says that 


ever since October the prices of 


real estate securities have held their ground more securely than the 
prices of securities in general. A graph which he has prepared, show- 
ing trends in the prices of representative securities, reveals, in fact, 
that during the last three months and more price averages for real 


estate securities have actually? 
climbed a little. The rise, he de- 
clares, has not been spectacular, 
as such things are measured, but 
there has been a rise and it has 
been steady. 


Commercial buildings have 
shown the greatest strength, ris- 
ing in value higher than proper- 
lies in other classifications, he 
points out. Apartment houses, 
however, he says, though they 
have not shown much change, at 
least have held their own, so to 
speak. After all, as he sees it and 
many others will probably agree 
with him, with politicians and 
political pressures being what 
they are, the OPA can’t be con- 
sidered exactly dead so far as 
apartments are concerned. At the 
moment anyhow, he thinks, it 
would not seem as though apart- 
ment-house owners can look for- 
ward to any extensive lifting of 
ceilings on the rents which they 
can charge for some time to come. 
Investors, however, he believes, 
are aware of the great—growing 
——demand for housing space and 
they are not forgetting that rents 
did go up, way up, even in the 
midst of the boom in new hous- 
ing construction back in the 20’s. 
The pressure on rents is decidedly 
upward, in his opinion, and will 
continue so for many more years. 

New construction there prob- 
ably will be, he says. Some new 
commercial buildings will un- 
doubtedly go up and a large num- 
ber of new small homes will cer- 
tainly be built, but most of this 
construction will be in the future 
and not the immediate future, 
either, he thinks. Before new 
commercial buildings can be 
erected, old structures, in many 
cases, must first be demolished, 
and before they can be torn down, 
old leases must first be allowed 
to run out, he points out. It will 
probably be seven to nine years 
or so before the construction of 
mew small homes can begin to 
catch up with demand, too, he 
feels. 


The market in hotel securities 
has also improved considerably in 
tone, he points out. Last fall the 
large establishments were caught 
in a vicious squeeze between a 
sudden and severe rise in costs 
and a decline in business, though 
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admittedly the decline wasn’t too 
serious, being confined almost en- 
tirely to their bar and restaurant 
business, he says. Hotel manage- 
ments were inclined then to take 
the pessimistic view of things, 
faced as they were with the 
higher food costs occasioned by 
the lifting of OPA ceilings on 
food products and with the actu- 
ality of having to pay retroactive 
increases in wages to their em- 
ployees without any certainty the 
OPA would really lift ceilings on 
their transient room rents, he de- 
clares. Now, however, the ceil- 
ings are about to be lifted (Feb. 
15) from the transient rooms and 
the hotels are trying to get the 
OPA to lift the ceilings on other 
classes of rooms, he says. The 


about 75% of occupancy, too, he 
thinks (the 82 to 85% figure of 
the hotels themselves is too high, 
he believes, based, as it must be 
on present volume of business 
and on the productive efficiency 
of a kind of help they need no 
longer employ) so, in his opinion, 
the prospect for hotels can be 
nothing but good. 


Real estate securities, as a 
whole, derive some of the advan- 
tages which they seem to enjoy 
in today’s securities market from 
the fact that the managements of 
the various properties have used 
the high earnings of recent years 
to pay off indebtedness, he thinks. 
Some establishments have liqui- 
dated as much as 25% of their 
indebtedness of 1940, he says. In 
some cases this has meant that 
they have paid off $1,000,000 or 
more of their obligations, he points 
out. A few properties with sur- 
pluses on hand have taken ad- 
vantage of the market break to 
buy up their indebtedness at low 
rates, too, he says. 

The stock market, taken in its 
entirety, is bound to show signs 
of increasing strength as soon as 
the first quarterly reports on 
earnings are issued, he believes. 
Production is being resumed on a 


soon, he believes. 
the stock market today, he thinks 
ing and selling and, with them 


than the long-range trends 


values, he says. Many investors 


break-even point for hotels is now | 


rather broad front with nothing 
like the labor disturbances of a 
year ago at this time and, with 
effective demand for goods as 
great as it is, corporate éarnings 
are bound to show improvement 
It is not the 
general public which is active in 


Professionals are doing the buy- 


the hour-to-hour fluctuations in 
prices are of greater importance 
in 
as for instance, those who pur- 
chased securities last year for the 
first time in their lives and got 
hurt, may feel now that the stock 
market is no place for them and 
others probably don’t want to tie 
up their funds through fresh pur- 
chases until they can be reason- 
ably sure the market is really 


starting to go up again, he feels. | 
Public attitudes will change mot 
unmistakable signs of progressive 


tions generally, he believes. The 
public will buy securities again in 
great quantities and that not long 
from now, he thinks. 


The Real Estate 
Price Trend 


Local real estate boards and 
real estate brokers report that 
residences are selling at the same 
or slightly lower prices than last | 
summer, according to a nation-| 
wide sampling just completed by | 
the research department of Mer- | 
rill Lynch, Pierce, Fenner &| 
Beane through 80 offices of the | 
firm. This does not mean that a 
continuing downtrend may be in 
evidence, the firm points out, but 
it may indicate that a leveling 
off is occurring. 

About 50% of the reports indi- 
cated that prices of business prop- 
erties in .general are about the 
same as last summer and about 
40% reported increases from 10% 
to 40%—principally in the 10% 
range, the firm said. Retail stores 








mand. 

Over 70% of the returns re- 
ported farm lands around the 
same price as last summer, and 
the remainder indicated a de- 
crease. Seasonal factors may be. 
involved here to some extent, | 
Merrill Lynch said. 


“Sales volume is a barometer 
of demand, but it may also be in- 
dicative of a limited supply,” the 
firm stated, ‘“‘With respect to res- 
idential, farm. and business prop- 
erties, monthly volume of. total) 
dollar sales appears to have re- 
mained about the same as last 
summer, though some areas re- 
ported decreases of 10% to 80%. 
About 40% of the returns agreed 
that prices of residential proper- 
ties are the same as last summer 
‘and that dollar sales volume is 
'down. The same percentage indi- 
| cated that both prices and dollar 
| sales have decreased. 


“Where prices were reported | 
higher than last summer, there 
was noticeable resistance to the | 
higher prices for residential prop- | 
erties, but opinion was about) 
equally divided as between re-| 
sistance and lack of resistance 
where business properties were | 
concerned.” 











Frank E. Bliss & Co. t 
Be Formed in New York 


Frank E. Bliss and William W. 
Goldsborough, Jr., both members 
of the New York Stock Exchange, | 
will form Frank E. Bliss & Co., | 
with offices at 11 Wall Street, | 





, 


Bliss and Company, 
solved, will be a general partner 
in the new firm. Mr.. Golds- 
borough, who has been doing bus- 
iness as an_ individual floor 
broker, will be a limited partner. 


South & Co. in Houston 
HOUSTON, TEX.— Dudley P. 
South, Jr. has formed South & 
Co. with offices in the Scanlon 
Building. 


b J 




















Firm Trading Markets: 


California & New York 
Real Estate Issues 





J. S. Strauss & Co. 


OFFERINGS WANTED 





Allerton N. Y. 3-6s, 1955 WS 


Broadway & 41st St. 4'%s, 1954 
Gov. Clinton 2s, 1952 WS 

Grant Bldg. 214s, 1957 WS 
Lincoln Bidg. 5% s, 1963 WS 
Savoy Plaza 3s, 1956 WS 
Sherneth Corp. 5%s, 1956 WS 
The Broadmoor 4s, 1956 WS 








155 Montgomery St., San Francisco 4 
Tele. SF 61 & 62 ExXbrook 8515 

















150 Broadway 
Tel. BArclay 7-4880 





Broadway-Trinity Pl. 4%4s, 1963 WS 


AMOTT, BAKER &.CO. 


Incorporated 


Westinghouse Bldg. Part. Ctfs. CBI 
11 West 42nd St. 4% s, 1953 

40 Wall St. 5s, 1966 WS 

51 East 42nd St. 3s, 1956 ‘WS 

79 Realty 5s, 1949 WS 

80 Broad St. Bldg. 4s, 1956 WS 

165 Broadway 4%s, 1958 

500 5th Ave. 4s, 1961 WS 

870 7th Ave. 414s, 1957 WS 


New York 7, N.Y. 
Teletype NY 1-588 








appeared to be in greatest de- 





New York City, shortly. Mr. Bliss 
who was formerly a- partner in| 


now dis-| 


A Federation of 


German States 


By NICHOLAS MURRAY BUTLER* 
Former President of Columbia University 


Prominent educator and promoter 


of international accord advocates 


setting up a federation of German States on a plan similar to that 
of the United States and the British Commonwealth of Nations. 


Reveals information regarding the 


origin of Statute of Westminster, 


under which the British Empire was converted into a federation of 


independent governments, and po 


ints out most effective means of 


preventing revival of militarism in Germany is to unite German 
states economically and financially without creating a strong cen- 
tral government. Recommends capital of proposed federation be 


removed from Berlin. 


There has been no time since 


in London and then in New York, 


the object for® 


which they! 
came into ex-| 
istence was) 
more impor-| 
tant than at) 
this moment. 
During this 
period, much)! 
has been ac- 
complished 
and much more 
remains to be 
done, We have 
aided in bring- 
ing together 
the thought, 
the sentiment! 
and the poli- 





Dr. N. 
cies of the people of Great Britain 
and the people of the United 


M. Butler 


States. Their governments have 
understood each other better than 
ever before and the cooperation 
between them has been significant 
and full of accomplishment. What 
remains to be done at the moment 
is to carry these principles for- 
ward and to apply them to the 
solution of what is perhaps the 
most pressing problem of the mo- 
ment which faces Europe and the 
whole world. That problem is the 
effective reorganization of Ger- 
many. That great nation, stricken 
and overcome by war, is now in a 
state of exhausted existence. 


Future of Germany 
The time has come to consider 
how the German people can be 
organized and put back upon the 





field of contemporary history in| 
order to resume the accomplish-| 


ments which they were making 
fifty and sixty years ago, before 
the militaristic impulse took 
possession of them. 

In my judgment, this reorgan- 
ization must take the form of fed- 
eralism. It must resemble the 


organization of the American Gov- 


ernment and the American people 
if we are to accomplish what 
awaits us. 


There are many things which 
remain to be done which the pub- 
lic has not yet fully or wisely un- 
derstood. As a matter of fact, both 
the American people and now the 
British people have become ex- 
amples through their government 
of the same form, and that form 
so far as Great Britain is con- 
' cerned, is very new and little un- 
| derstood, if understood at all, by 
the people of the United States. 


_I have reference to the federal 
system of government, which, as 
American experiences show, is 
| substantially the most effective 
possible for a nation which like 
our .own, like Great Britain, or 
like Germany, covers a wide area. 
a large population and as many 
points of contact with the eco- 
|nomic and intellectual life of the 
| moment. 


Birth of British Commonwealth 


| We have had the federal form 
‘of government from the adoption 
'of our Constitution. But it is not 





generally known that England 
| adopted the federal form of gov- 


"ernment in succession 


| British Empire, by the 


to. the 





| *An address by Dr. Butler at the 
Annual Luncheon Meeting of the) 
| Pilgrims of the United States, | 


|New York City, Jan. 22, 1947. 








great 
Statute of Westminster, enacted in 


the Pilgrims came into existence 
nearly a half century ago, when 





1931. At that time, the British 
Empire passed in history as @ 
phase and the British Common- 
wealth of Nations came into ex- 
istence as descriptive of the organ- 
ization of what had been the 
British Empire. 

The story of how that happened 
is not generally known, but I can 
put the essence of it into relative- 
ity few words. In the summer, the 
month of July, 1921, while making 
my usual annual visit to England, 
I received a confidential telephone 
message from the Prime Minister, 
Mr. Lloyd George, asking me to 
come to Downing Street at once, 
but not to tell anyone that I had 
been asked to come, or that I was 
going there. 


I went at once to Downing 
Street, and Mr. Lloyd George, tak- 
ing me aside and speaking in en- 
tire confidence, told me that he 
was to have at the week end, at 
Chequers, the country home of the 
Prime Minister, a group of prime 
ministers of the Dominions. They 
were going to discuss questions of 
political organization and inter- 
national relations. They would like 
me to be present in order to 
answer questions which might 
arise relative to the experience of 
the United States. But I was to 
say nothing of this conference, nor 
to mention its existence, who were 
there, or what was Said. 


On Friday afternoon, I drove 
down to Chequers, substantially 
an hour and a half from London 
by automobile, and I found that 
the distinguished guests had al- 
ready arrived. There were the 
Prime Minister of Canada, the 
Prime Minister of Australia, the 
Prime Minister of New Zealand, 
and two distinguished representa- 
tives of the people of India. The 
only absentee was the Prime 
Minister of the Union of South 
Africa. 


The conversation on Friday 
evening was interesting, but rath- 
er general. On Saturday morning, 
however, the group were taken 
by the Prime Minister to a grove 
in the beautiful garden of Che- 
quers, where he introduced a sub- 
ject which he desired to have 
discussed. He told us all that the 
three Prime Ministers who were 
there had told him that unless 
some new arrangement was made, 
their countries were prepared to 
withdraw from the British Empire 
and to set up independent ex- 
istence, through revolution, if 
necessary: Canada, Australia, and 
New Zealand were not willing to 
remain members of the British 
Empife. They desired to be in a 
position to maintain their devoted 
loyalty to the Crown and to accept 
the principles of democracy as 
worked out by Great Britain since 
Magna Carta, but they were not 
willing to accept the control of 
the British Parliament or the For- 
eign Office. 





| 
| 


Three Commonwealths in U. S. 


Therefore, the question was, 
“What could be done?” I listened 
with intent, because I saw that I 
was present at the crossroads in 
the history of Great Britain, and 
possibly in the history of the 
modern world. They weré search- 
ing for a name to. substitute for 
“empire.” After listening for an 





| hour or two, I called their atten- 
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tion to the fact that we in the) how many years—it was a Sun-/| day evening a supper party of six 
American Colonies ‘had had three! day evening in December, 1884,| or eight persons. These were usu- 
commonwealths. We had the Com-| while still a student at the Uni-| 
monwealth of Massachusetts, the| versity of Berlin, that I asked a 
Commonwealth of Pennsylvania question of Prince Bismarck. At, scholars, j 5 
and the Commonwealth of Vir-|that time, my distinguished pro- | statesmen— and Prince Bismarck 
ginia, among three of the original | fessor of philosophy had at his| was there frequently. 

On this particular evening, some 


} 


thirteen colonies. We also had the} modest home in Berlin every Sun-' 


Commonwealth of Kentucky, | 
which joined the Union two or}! 
three years after the adoption of| 
the Constitution. And I suggested | 
that they consider the word “com- | 
“‘monwealth.” This they began to | 
do, and discussed it for an ‘hour | 
or two. 

What did it mean? It meant | 
common and united interest in 
matters economic, matters finan- | 
cial and matters practical, apart 
from the field of direct govern- 
ment. 

But what else could be done to 
show the relationship between 
these colonies and Great Britain 
and how could it be phrased with- 
out bringing them under the con-| 
trol of Parliament again? 


Unanimous Agreement | 


Finally, the word “nations” was | 
suggested, the British Common- 
‘wealth of Nations, and after two | 
or three ‘hours of discussion, with | 
many questions and much criti- | 
‘eism at first, which was all an- 
swered to the satisfaction of the 
group, late in the afternoon they | 
agreed unanimously to accept 
British Commonwealth of Nations 
as a substitute for the existing 
title. 

Then the question came, wheal | 
was to be done about it? Lloyd 
George admitted essentially that 
none of those present should men- 
tion what had been ‘said or. done, 
that -no one should mention the 
conference or the fact that it had 
been held, that the matter should 
be left to him to see what could 
be done. 

The consequence was, that after 
ten years, the British Parliament 
passed the famous Statute of 
Westminster, in 1931, recognizing 
the British Commonwealth of Na- 
‘tions, and the British Empire 
passed into history. 

The British Commonwealth of 
Nations answered all of the needs 
of these colonies. The word 
“British” indicated their loyalty 
to the Crown and their acceptance 
of the fundamental principles of 
the British democracy. The word 
“Commonwealth” indicated -their | 
common interest in matters eco- | 
nomic and practical; while the! 
word “Nations” established their | 
independence as separate govern- | 
ing bodies. 








Autonomous Units 


When that statute went into ef- 
fect, Canada, Australia, New Zea- | 


land and the Union of South! 
Africa became independent na- 
tions, directly related to the 


Crown, but wholly free from ac- 
tion of Parliament, and that has 
worked so well, that they are in 
better relations with the Mother 
Country today than they were be- 
fore. The fact is, that in that re- 
lationship they have been able to 
accomplish a great deal. They 
have their independent parlia- 
ments and their indepedent for<ign 
relations. No act of Parliament of 
Great Britain affects any one of 
them, unless their local parlia- 
ment, so to speak, accepts the act 
and applies it to itself. 


Therefore, they have become, as 
you see, a federal organization, of 
a very ingenious and very re- 
markable kind, not concrete and 
definite and specific, like the fed- 
eral organization established by 
our own Constitution, but still, a 
most constructive form of federal- 
ism. 

Now, that has suggested the fact 
that in facing the question before 
the world today, which is perhaps 
of outstanding importance, the or- 
ganization of Germany, we should 
be guided by the experience of 
Great Britain and the ‘United 
States, and should use the federal 
principle under which to restate 
and reorganize Germany. 

It is exactly—I hesitate to say! 





ally the most distinguished minds 
in Germany. There were great 
or ‘there were great 





-* 
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question was being discussed| eral system, which has worked so 
which led me, perhaps indiscreet-| well in the United States.” 


ly, to make this remark: I said to| 
Prince Bismarck, “I often won- 
dered, Your Excellency, why in 
building the German Reich you) statesmen. 
did not follow the American fed-| 


The group were staggered that 
any young American student 
'should dare to ask a question of 
' that kind of the greatest of living 
There was complete 








Pictures 0} 


NIVERSAL PICTURES COMPANY is now 
U devoting its creative and technical 
resources to the production of pictures of 
outstanding distinction. The production 
of so-called “B” pictures, Westerns and 
serials has been eliminated. 


It is our belief that the trend among the 
millions of moviegoers both in America and in 
countries Overseas is toward increasing selee- 
tivity in-their choice of screen entertainment. 

Implementing this new. production policy, 
Universal Pictures has acquired ‘the entire 
assets of International Pictures Corporation, 
and ‘the production organizations of the two 
companies have been merged. ‘This combina- 
tion of creative and technical ‘talent, story 
properties and star contracts. gives Universal 
one of the strongest production organizations 
in the motion picture industry. 


William Goetz and Leo Spitz, outstanding 
producers, who headed International Pic- 
tures, have been placed in full charge of 
Universal’s production activities at the 
studio. The Company’s productions now 
carry the trade mark of Universal -Interna- 
tional Pictures. 


In addition to 25 pietures of distmetion 
being produced at its own studio, Universal 
Pictures has arranged for the exclusive dis- 
tribution in this country and in Central and 
South America of British pictures produced 
by the J. Arthur Rank Organization, with 
the exception of 2 to be handled by another 
company and 5 to be distributed annually by 
Eagle-Lion. 

The J. Arthur Rank pictures shown here 








For Your Entertainment 
UNIVERSAL-INTERNATIONAL Presents: 


The Egg and I—from Betty MaeDonald’s 
Best-seller; Claudette Colbert and Fred 
MacMurray. 

Time Out of Mind—from Rachel Field’s 
novel—Phyllis Calvert, Robert Hutton, 
and Ella Raines. 

Song of Scheherazade— Yvonne De Carlo, 
Brian Donlevy, Jean Pierre Aumont— 
in Teéhnicolor. 


Ivy—starring Joan Fontaine, Patric 


Knowles, Herbert Marshall, Richard Ney. 


Ill Be Yours—Deanna Durbin, Tom 


Drake, William Bendix, Adolphe Menjou. 
Portrait in Blaeék—Joan Crawford. 


Smash-Up—The Story of a Woman— 
Susan Hayward, Lee Bowman, Marsha 


Hunt and Eddie Albert. 
Swell Guy—Sonny Tufts and Ann Blyth. 
The Exile—starring Douglas Fairbanks, Jr. 


Slave Girl—in Technicolor, starring 
Yvonne De Carlo and George Brent. 


Buck Privates Come Home— Abbott and 
Costello. 


Pirates of Monterey—in Technicolor, star- 
ring Maria Montez and Rod Cameron. 








UNIVERSAL PICTUR 


Company, Inc. 





have been very favorably received. Crities 
and the public have been quick to recog- 
nize the outstanding quality of “Stairway 
to Heaven,” ““Henry V,”’ “Caesar and 
Cleopatra,” “Seventh Veil” and “Brief En- 
counter,” to mention only a few. Box office 
results indicate that these British picturés 
offer a type of entertainment the American 
public wants to see. And as the British stars 
become more widely known here, there will 
be even greater interest in their forthcoming 
pictures. 


U. S. MARKET FOR BRITISH FILMS 


These arrangements to distribute British pic- 
tures in this country mark the beginning of 
an earnest effort to provide the British film 
industry with an opportunity to add materi- 
ally to the world-wide earnings of their pic- 
tures. It is our opinion that their pictures 
should have the same opportunity to earn 
revenues in this country as our pictures have 
in Britain. , 

This agreement presages a new era of co- 
operation in the motion picture industry. It 
not only provides the opportunity for the 
American public to see the best British 
product but paves the way for the exchange 
of acting, writing and directorial talent be- 
tween United States and Great Britain. 


ENTER 16MM.—8MM. BUSINESS 


Marking the entrance into an important 
new field, Universal Pictures has organized 
a new subsidiary, United World Films, Inc., 
to produce and distribute 16mm. and 8mm. 
entertainment, educational, religious and 
newsreel films. This subsidiary has purchased 
the assets of Castle Films, Inc., one of the 
leading producer-distributors of 16mm. and 
8mm. films, and also the film library and dis- 
tributing set-up of Bell & Howell Co. 


FINANCIAL PROGRESS 


Net profit of Universal Pictures Company, 
Inc. for the fiscal year ended Nov. 2, 1946, 
was $4,565,219, equivalent to $5.32 per share 
on 827,119 shares of comimon stock outstand- 
ing at the end of the fiscal year, after provid- 
ing for dividends on tae 414% preferred stock. 
This compared with $3,910,928, or $4.86 per 
share, in the preceeding year. 

The cost of selling and distributing motion 
pictures is likely to be increased as the result 
of a recent court ruling requiring changes in 
the industry’s marketing methods. This was 
one of the factors that led the Universal 
management to adopt its new policy of pro- 
ducing only pictures of distinction. Naturally, 
however, it will take a reasonable period of 
time for these new production and distribu- 
tion policies to become completely effective 
and reflect themselves in the company’s 
over-all operations, 


PROGRAM FOR CURRENT SEASON 


Universal’s line-up of current and coming 
productions will be the strongest ‘in its his- 
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Listinction 








Characteristics of the 
MOTION PICTURE INDUSTRY 


‘It is surprising how few people séem to 
have any real understanding of how the 
motion picture industry Operates “as ‘a 
business. 

Few seem to realize that beneath the 
industry’s Hollywood glamour there is 
a great basic stability. 

The industry has an established market 
of over 90,000,000 paying customersa 
week in this country alone and upwards 
of 200,000,000 a week throughout the 
world. 

It is a strictly cash businéss—one of 
the largest cash businesses in the world. 

It had a cash income of over 
$1,500,000,000 in this country alone 
last year. World revenues were over 
$2,000,000,000. 

It is one of America’s gréat export 
industries. It is one of the few American 
industries whose ‘product sells in every 
country in the world. 

It is the No. 1 salesman of American 
goods throughout the world. 

It is a relatively young industry. It has 
initiative and is aggressive. 

It is an industry with tremendous 
long-term growth prospects, 

It is one of the last industries to feel 
the effects of a depression. During hard 
times, going to the movies is one of the 
last things people eare to give up. 

When general business starts to pick 
up, the motion picture industry is among 
the very first to respond. Few industries 
enjoy such a high degree of resiliency. 

Although the motion picture industry 
is often thought of as highly speculative, 
actually it has as many factors making 
for basic stability as any other leading 
industry, and more than most. 








IN MILLIONS OF DOLLARS 





tory. Under the new Universal-International 
banner, top-ranking stars are appearing in 
productions with outstanding story values, 
including best-selling novels and Broadway 
stage successes. These pictures are being 
directed and supervised by directors and 
producers who have to their credit some 
of the most successful pictures turned out 
in Holly wood. 


J. CHEEVER COWDIN, Chairman 
N. J. BLUMBERG, President 


A copy of the Arinual Report will be furnished on request to Universal Pictures Company, Inc., Rockefeller Center, New York 20, N. Y. 
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Goshia Co. Admitting 
Meinert and Keier 


TOLEDO, OHIO—Goshia & Co., 
Ohio Building, announce the ad- 
mission of 
Paul A. Mei- 
mert and Rus- 
gel E. Keier as 
general part- 
mers as of 
Feb. 1, 1947. 

Mr. Mein- 
ert entered 
‘the securities 
business Dec. 
55, 1922 with 
whhefirmof 
Collin, Nor- 
‘on & Co., and 
entered the 
employ of 
Goshia & Co. 
en Aug. 15, 
14945. Mr. Keier first entered the 
securities business on Sept. 15, 
15926 in the employ of Collin, Nor- 


Paul A. Meinert 


‘ton & Co. and joined his present 


dirm on June 15, 1945. 


Kobbe & Go. Inc. Is 
Formed in New York 


Formation of the firm of Kobbe 
@& Co., Inc. is announced today by 
«Gustave Kobbe II, Douglas C. 
Alexander and Charles F. Rud- 
off. The firm will do a general 
investment securities business, as 
@erokers and dealers, with banks 
#nd insurance companies. Offices 
will be maintained at 55 Liberty 
Street. 

Mr. Kobbe, formerly a directe™ 
and officer of Kobbe, Gearhart & 
Go., Inc., and more recently in 
‘tthe Armed Forces, is President 
w@nd Treasurer of the new com- 
many. 

Mr. Alexander, formerly with 
(George B. Wallace & Co., special- 
izing in industrial and_ utility 
securities, is Vice-President and 
Secretary. 

Mr. Rudloof has been connected 
with houses in the street for 25 
wears and recently was associated 
with Lehman Bros. 


Robert H. Gardner Joins 
iLamson Bros. & Co. 


(Special to THe FrinanctaL CHRONICL@) 


CHICAGO, ILL. — Robert H. 
(Gardner has become associated 
141 
West Jackson Boulevard, members 
@f the New York and Chicago 


with Lamson Bros. & Co., 


Stock Exchanges. 











| Bank and Insurance Stocks 











By E. A. VAN DEUSEN 


This Week — Insurance Stocks 


Continental Insurance Company 


and Fidelity-Phenix Fire In- 


surance Company are always about the first:of the stock fire com- 


panies to send annual reports to their stockholders. 


exception, for their reports for the year ending Dec. 31, 1946 have 


already been received. 


Both companies report a substantial expansion in premium 





Instalment Loans for 
Small Business | 


By CARL A. BIMSON* 

Vice-President, Valléy National Bank, Phoenix, Ariz. 
Country banker points out instalment loans to small businessmen 
are advantageous to both bank and borrower and can replace de- 
clining amount of unsecured short-term commercial loans. Holds 
instalment loams have a fair degree of liquidity and could be 
made under conditions that would not justify extension of unse- 
cured credit. Defends higher interest rate charge of instalment 


A generation ago the average bank dealt primarily in short-term, 
self-liquidating, commercial loans, with most such borrowings made 


to take care 
of peak in- 
ventory pe- 
riods. A mer- 
chant of that 
day found it 
necessary to 
arrange the 
purehase of 
goods for the 
Christmas 
trade in the 


\ middle of the 


summer. 
During the 
pastyears, 
however, the 
trend has 
been toward a 
concentration of funds in large 
money centers and of mergers of 
manufacturers and _ distributors 
into nationwide organizations con- 
trolled from one point. These or- 
ganizations are large enough to be 
able to borrow in large amounts 
at a very low interest rate; or if 
they desire, can issue stock or sell 
bonds to the public for the funds 
needed in the operation of their 
business. As a result of this low- 
cost borrowing, these companies 


Carl A, Bimson 


*Portions of an address of Mr. 
Bimson before the National Con- 
sumer. and Instalment Credit 
Conference sponsored by the 
American Bankers Association, St. 
Louis, Mo. Jan. 23, 1947. 


* 








have assumed a position of vir- 
tual bankers for the merchants to 
whom they sell. 

The result, is that bank deposits 
are now largély converted into 
loans based on securities, real es- 
tate mortgages, and investments 
in long term bonds. The short 
commercial loan. occupies a small 
place in the total resources of the 
average: bank. 

At present, of. course, there is 


_|an aetive demand for loans, and 
most banks have had a sizeable: 


increase in their: loan outstand- 
ings, but this demand will not 
necessarily continue and_e will 
probably slow up within the next 
year or two. And even now, with 
the present high loan demand; it 
is a far cry from the 90’s when 
loans at times even exceeded de- 
posits. As late as 1939, for ex- 
ample, total bank deposits were 
only 128% of loans; and too, there 
is a considerable difference in our 
present-day interest earnings, 
with the average interest earned 
by all commercial banks for the 
ten-year period ending 1936 being 
5.58%, as compared,with the aver- 
age rate for member banks of 3% 
in 1945. 

With this drying up of a large 
percentage of our short term com- 
mercial loan demand, many pro- 
gressive banks have during the past 

(Continued on page 635) 























14 Wall Street 


Telephone REctor 2-79g00 


We specialize in and offer our facilities 


for the purchase and sale of 


BANK STOCKS 


Our year end comparative analysis of the country’s leading 
banks 1s now in print. A copy will be sent to you upon request. 


Blyth & Co., Inc. 


New York 5, N. Y. 























This year is no 





volume and unearned premium 
reserves, and a moderate increase 
in total admitted assets. Surplus, 
however, shows a decline and so 
do liquidating values. The de- 
cline in surplus results from a 
combination of two factors, viz.: 
the drop in the stock market and 
the transfer of funds from surplus 
to unearned premium reserves to 
meet the large increase in pre- 
miums written. Liquidating val- 
ues are affected directly by the 
full decline in surplus but by only 
40% of the change in unearned 
premium reserves. 

The reports also show a decline 
in underwriting profits on a stat- 
utory basis for each company 
but a sizable increase on a net 
basis after adjustment for the in- 
crease in premium reserve equity; 





net investment income is higher 
and Federal income taxes are 
lower. Total net operating profits, 
after Federal income taxes and 
other adjustments indicated above, 
are approximately 21% above 1945 
for Continental and 29% for Fi- 
delity-Phenix. 

Comparative figures from the 
1945 and 1946 annual reports of 
both companies are given in the 
accompanying tabulations. Figures 
are on a parent company basis, 
not consolidated. Consolidated net 
earnings in 1945 were $3.61 for 
Continental and $3.93 for Fidelity- 
Phenix. It is interesting that 
parent company net of both com- 
panies is not only higher than 
net on the same basis in 1945, 
but is also higher than consoli- 
dated: net. 


Fidelity Phenix Fire Insurance Co. 


Total assets (at market) 
Capital 

Surplus (at market) 
Unearned premium reserves 
Liquid value per share 
Premiums written 


Statutory underwriter’s profit 
Premium reserve equity 


Net underwriters’ profits 
Per share 


Net investment income 


preys tere dé olui cece aT igi eck 


Federal income tax 
Per share 


Total net operating profits 


12-31-46 
$135,233,185 
15,000,000 
78,693,847 
26,086,846 
$69.42 
30,149,010 


$477,400 
+ 1,809,112 


12-31-45 
$134,769,676 


25,448,911 


$655,776 
+ 750,651 


$1,406,427 
$0.94 








$2,286,512 
$1.53 


$4,376,236 
$2.92 


$557,251 
$0.37 


$4.08 








$4,130,720 














Continental Insurance Company 


Total assets (at market) 
Capital 

Surplus (at market) 
Unearned premium reserves 
Liquid value per share 
Premiums written 

Statutory underwriters’ profit 
Premium reserve equity 


Net underwriters’ profits 
Per share 


Net investment income 
Per share 


Federal income taxes 
Per share 


Total net operating profits 

In a year of excessive fire losses 
and generally higher payroll and 
operating costs the operating re- 
sults achieved by these two com- 





COMPARISON and ANALYSIS 


19 NEW YORK CITY 
BANK STOCKS 


1946 


Operating Earnings. © Securities Profits 


AVAILABLE ON REQUEST 


Laird, Bissell & Meeds 


Members New York Stock Exchange 
120 BROADWAY, NEW YORK 5, N. Y. | 
Tel.: BA 7-3500. Bell Tele.——_NY 1-1248-49 
(L. A. Gibbs, Manager Trading Department) 











12-31-46 
$163,382,552 
20,000,000 
92,596,017 
33,479,804 
$62.99 
37,141,306 
$970,397 
-+ 2,128,048 


$3,098,445 
. $1.55 


$4,204,700 
$2.60 


$962,948 
$0.71 $0.48 
$3.04 $3.67 


panies are encouraging and sig- 
nificant. 


12-31-45 
$162,690,479 
20,000,000 
98,632,643 
28,159,684 
$64.95 
31,935,122 
$1,612,000 

+ 901,000 


$2,513,000 
$1.25 














$4,999,700 
$2.50 


$1,429,220 

















Australia and New Zealand 


BANK OF 
NEW SOUTH WALES 


(ESTABLISHED 1817) 
Paid-Up Capital 


Reserve Fund 6,1 
Reserve Liability of Prop.. 8,780,000 


£28,710,0008 
Aggregate Assets 30th 


pt:., 1945 £223,163,622 
THOMAS BAKER HEFFER, 
General Manager 
Head Office: George Street, SYDNEY 
LONDON OFFICES: 
29 Threadneedle Street, E. C. 2 
47 Berkeley Square, W. 1 


Agency arrangements with Banks 
throughout the U. S. A. 
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Sellers and Nourse Are 
V.-Ps. of Illinois Go, | 


CHICAGO, ILL.—Paul A. Sell-| 
ers and Clifton L. Nourse have) 
been elected vice-presidents of 























Paul A. Sellers 
the Illinois Company, 231 South 


LaSalle Street, members of the 
Chicago Stock Exchange. Both 
were previously assistant vice- 
presidents of the organization. 


Amer. Statistical Ass’n 
Elects Officers 


Announcement of the election of 
Officers of the American Statis- 
tical Association on Jan. 25, is 
made as follows: 


Incoming President, Willard L. 
Thorp, Washington, D. C. Assist- 
ant Secretary of State for Eco- 
nomic Affairs, Vice-Chairman of 
the Executive Committee on Eco- 
nomic Foreign Policy; Member of 
U. S. Delegation to the Paris 
Peace Conference, where he 
served as Special Adviser on Eco- 
nomic Matters, he also served in a 
similar capacity at the New York 
meeting of the Council of Foreign 
Ministers. 


Outgoing President, Isador 
Lubin, New York City, U. S. 





wax strong and great.” 


courts. 


court. 


In coming before you to express some of the views that I en- 
tertain with respect to the relationship which exists among manage- 


<- 


“We Canand Must Have 
Industrial Peace!” 


By JOHN C. KNOX* 
Judge, United States District Court, New York 


Judge Knox, noting laws have been already enacted to curb busi- 
ness monopolies and abuses points out labor has been left free “to 
Says there is nothing sacrosanct about 
either labor or capital, and recommends compulsory arbitration of 
labor disputes in serious cases and establishment of special labor 
Foresees opposition to proposals by both labor and man- 
agement, but stresses labor’s right to strike should be overridden 
by right of individual to work and to live. 


Outlines plan of a labor 








ment, labor 
and the pub- 
lic, I have a 
slight measure 
of diffidence. 
The _ subject 
matter on 
which you 
have asked me 
to speak is 
highly contro- 
versial. It is 
also enmeshed 
inpartisan 
politics. More- 
over, any dis- 
cussion of the 
relationship to 
which I have 
referred may easily descend to the 
level of rancor, hot blood and 
violent passion. 

Under such circumstances, some 
of you may entertain the belief 
that a judge should stand aloof 
from the forums of debate, and si- 
lently await the events of tomor- 
row. Upon my part, certainly, 
there is no wish to offend against 





Judge John C. Knox 





*An address by Judge Knox be- 





Commissioner of Labor Statistics, 
1933-46; Special Statistical Assist- 
ant to the President of the U. S.., | 
1941-45; U. S. Representative, Al- | 
lied Commission on Reparations in | 
Moscow, rank of U. S. Minister, | 
1945; U. S. member, Economic & | 
Employment Commission, Eco- | 
nomic and Social Council, United | 
Nations, 1946. Elected as Director | 
of the A.S.A. for 1947—to serve | 
for a 3-year term. 


Incoming Vice - Presidents 
Chester I. Bliss, Conn. Agricul- | 
tural Experiment Station, Philip | 
M. Hauser, Department of Com- 
merce, Stacy May, Radio Corp. of 
America, Jacob Marschak, Cowles 
Commission for Economic Re- 
search, Jerzy Neyman, University 
of California, Frank W. Notestein, 
Princeton University, George W. 
Snedicor, Iowa State College, 
Aryness Joy Wickens, Bureau of 
Labor Statistics, Helen Walker, 
Walter Shewhart and Sam 
Stouffer. 

Directors—(for 3-year terms), 
Isidor Lubin, Confidential Re- 
ports Inc. and Lowell J. Reed, The 
Johns Hopkins University; Direc- 
tor — (for the. balance of Mr. 
Thorp’s term) Samuel S. Wilks, 
Princeton University. 

. Seeretary-Treasurer — Lester S. 
Kellogg, Bureau of Labor Statis- 
tics. 

Following the election of offi- 
cers the American Statistical As- 
sociation announced the election 
of. nine new Fellows of the Asso- 
ciation, selected for their dis- 
tinguished work in statistics. They 
include: 

_ Calvert L. Dedrick of Washing- 
ton, D. C., Stephen M. DuBrul of 
Detroit, Mich., Meyer A. Girshick 
of Washington, D. C., Irving Lorge 
of New York City, William G. 
Madow of Sao Paulo, Brazil, for- 
merly of Washington, D. C., 
Howard B. Myers of Washington, 
D. C., Gladys Palmer of Philadel- 
phia, Pa., Faith M. Williams of 
Washington, D. C. and Joseph 
Zubin of New York City. 


| 





fore the New York Bar Associa- 
tion, New York City, Jan. 24, 1947: 


Ww 


--any canon of judicial propriety, 





and, were the situation one of or- 
dinary significance, I should hold 
my peace, and permit labor mat- 
ters to take their course. The fact 
is, nevertheless, that I am a cit- 
izen, as well as a judge, of the 
United States, and an avoidance 
of industrial warfare—if it can be 
brought about—concerns me quite 
as much as it does you. Holding 
somewhat definite views upon a 
matter that now agitates every 
thoughtful citizen, I sometimes 
think that I am obligated to speak 
my mind, and for these reasons: 
I am not in politics, and never 
expect to be. Furthermore, I have 
neither hope nor thought that I 
shall ever hold any office other 
than the one I occupy. Beyond 
these considerations, may I add, I 
shall never again practice law. If, 
therefore, with malice toward 
none and charity for all, and out 
of a long experience with the 
problems of both management 
and labor, I can suggest a means 


whereby this land may possibly 

be relieved of some of the strife, 

discord, and economic loss to 
(Continued on page 622) 


A Federal Labor Court 
—Is It Needed? 


By DONALD R. RICHBERG* 


Commenting on plan of Judge John C. Knox for a Federal Labor 
Court, Mr. Richberg contends such institution would not remedy 
industrial unrest. Holds Congress must remove special privileges 
unduly favoring one economic class and restore balance of eco- 
nomic power essential to a free economy. Objects to compulsory 
arbitration or judicial settlement of labor-management relations, 
except in cases where disputes cause public distress. Sees diffi- 
culties in applying economic principles by a law court, and sug- 
gests in arbitration cases, a judge preside, without vote, merely to 
supervise proceedings. 


Judge Knox has made a valuable contribution in current efforts 


to find a way to industrial peace. It is not my desire or intention to 
attack his sug- ® . 


gestions. On 
the contrary, 
aftermany 





easions forcefully presented the 
ills that afflict our society be- 
cause of the growth of great 


years of study powers without corresponding 
and work in responsibility in labor organiza- 
the field of tions. These powers of collective 
labor relations, action, through which unwar- 


I find it very 
hard to assure 
myself thatany 
intelligently 
devised rem- 
edy for exist- 
ing evils will 
or willk not 
prove effec- 
tive. lamonly Donald R. Richberg 
vigorously op- 
posed to a do-nothing program;| Must Remove Special Privileges 
because we must seek and find| Now the Federal Government 
relief in the law from the intoler-|has a two-fold duty: Special 
able injuries which are now in-| privileges and immunities that 
flicted on the public by lawless | unduly favor one economic class— 
methods of settling labor disputes. |{he industrial wage earner—must 
Judge Knox has on various 0C-| be either withdrawn or so modi- 
reas Bae |fied as the preservation not only 
*An address by Mr. Richberg | of a free economy but also of de- 
before Annual Meeting of New)|mocratic government. Further- 
York State Bar Association, New| more, responsibilities commen- 
York City, Jan. 24, 1947. Mr. Rich-| surate with their power for good 
berg is a member of the law firm|or evil, should be imposed on 


of Davies, Richberg, Beebe, Busick | labor unions, just as such respon- 


ranted injuries have been done to 
public and private interests, exist 
partly because the government has 
neglected to impose legal obliga- 
tions upon labor unions to respéct 
the rights of others, and partly 
because the government has 
fostered the growth and authority 
of the unions by granting them 
special privileges and immunities. 














and Richardson, Washington, D.C. ' (Continued on page 621) 








MELLON NATIONAL BANK AND TRUST 


PITTSBURGH 


Statement at the Close of Business, December 31, 1946 





COMPANY 








Other Securities . 


Bank Premises . 


Other Resources . 


Cash and Due from Banks 


U.S. Govt. Securities . 


Loans and Discounts. . 





RESOURCES 
$236,356,638.39 
542,283,819.61 
» « 94,555,351.86 
228,198;608.24 
c's 5, 708,337.42 
orp 3,091,854.57 
$1,110,194,610.09 








United States Government Obligations carried at $88;777,280.90 are pledged to secure deposits of public monies 
and for other purposes, as required by law. 








LIABILITIES 

Capital . . « « « $ 60,100,000:00 
Surplus » « « «+  90,000,000.00 
Undivided: Profits - «  13,134,946.60 
Reserves ee «a6 . 26,598,508.29 
Due Depositors . . . 918,021,603.56 
Other Liabilities. . . 344,556.64 

$1,110,194,610.09 
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MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


MEMBER FEDERAL RESERVE SYSTEM 
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Railroad Securities 

















One of the mcst disappointing performances in the railroad in- 


dustry during 1946 was that turned in by Southern Pacific. 


For 


‘years many rail analysts have looked upon the system as having 
emerged from the marginal status it occupied in the middle 1930s, 


and as having particularly bright post-war potentialities. 


The road 


has a dominant position in one of the fastest growing sections of 


Thus, a®@ 





the country, California. 
highly satisfactory traffic trend 
was anticipated. The substantial 
sums spent on property improve- 
ments during the last 10- years, 
and the large amount of new 
equipment installed during the 
same period were expected to re- 
sult in important operating econ- 
omies. 


Aside from the favorable traffic 
_ eutlook and improvement in the 
* physical conditions of the proper- 
ties, a constructive attitude was 
considered warranted by the 
progress made by the manage- 
ment in easing the debt problem 
and reducing fixed charges. Ex- 
clusive of any open market pur- 
chases of bonds that may have 
been made last year the road has 
retired more than $230 millions of 
mon-equipment debt since the be- 
ginning of 1941. The non-equip- 
ment debt outstanding with the 
Public is now indicated at just 
Slightly more than $460 millions. 
At the same time, the formidable 
maturity problem that once was 
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First Mortgage Bond on Main Line 
Properties of Strategic Nature 


Priced to yield better than 614 % 
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considered a threat to the road’s 
credit has largely been elimi- 
nated. Finally, the debt reduction 
and low: coupon refunding result- 
ed in a cut-of almost 40% in an- 
nual fixed charges. 

None of the basic improvements 
in the company’s position were of 
avail last year. The road has ex- 
perienced considerable difficulty 
in getting transportation costs un- 
der control, which may be due at 
least to a considerable degree to 
the precipitous drop in passenger 
business that got under way in 
the second quarter. ‘In the latest 
month for which details are 
available (November) the trans- 
portation ratio was 46.9% and for 
the 11 months through November 
it was 43.4%. The latter’ was 
more than 11 points higher than a 
year earlier. 

The breakdown of operations 
for the final month of the year is 
not yet available but the net re- 
sults were particularly bad. Net 
operating income was reported at 
$3,915,505 but this was after a 
Federal income tax credit of close 
to $13,600,000. Before Federal in- 
come taxes there would be an in- 
dicated net operating deficit of 
nearly $10 millions. -Not through- 
out the depression years, 
probably. not in its history, has 


a poor month. 
For the year as a whole system 
net operating income amounted to 


under the readjustment condi- 
tions of 1946. This showing, how- 
ever, was -made_ possible. only 
through the medium of Federal 
income tax credits of $45,152,104. 
On its own, the system was not 
even able to cover bare operating 
costs for the full year. These sub- 
stantial credits will not be avail- 
able in 1947. If confidence in the 
status of, and prospects for, the 
road’s securities is to be retained 
there will obviously have to be 
better control exerted over ex- 
penses fairly quickly. Perhaps 
this will come now that the high- 
er freight rates are in effect. 
Surprisingly the 1946 earnings 
deterioration has not had any par- 
ticularly adverse affect on the 
junior system bonds. The deben- 
ture 4'4s-are still selling reason- 
ably closé to par and the Oregon 
Lines 442s (considered by many 
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25 Broad Street New York 4,N. Y. 
Telephone BOwling Green 9-64 
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analysts as being little, if. any, 


- better in quality than the deben- 
| tures) 
These recent prices are only 6% 
* to 12'* points below the - 1946 


are selling above par. 


peaks. 


There are many higher 
quality 


railroad’ bonds where 


"\earhings have been far more sat- 


isfactory that have registered ma- 


| terially greater Cocupes from the 


highs of last year. It may be that 
there will be a sharp turn for the 


.| better in the system’s earnings re- 


sults this year. In the meantime, 
nowever, many rail analysts are 


} of the opinion that many better 


investment opportunities exist 


' elsewhere on the list. 


and 
Southern Pacific experienced such. 


j Henry 


$41,524,526 which taken at its face) 
value would not be a bad showing. 


Marache, Sims & Speer 
Formed in Los Ange'es 


LOS ANGELES, CALIF .—For- 
nation of the firm of Marache. 
sims & Speer, members of the 
Los Angeles Stock Exchange, 
conduct a gen- 
eral business 
in investment 
securities with 
offices in the 
Rowan Build- 
wi2, LOS AN- 
geles, is an- 
nounced. 

Principals 
of the _ firm 
are Paul . J. 
Marache, W. J. 
R. Sims and 
Paul D. Speer. 

Mr. Marache 
has been in 
the brokerage 
business for 
the past 32 years in New York 
and Los Angeles. For the past 20 
years he has been active in 
Southern California brokerage 
circles. Mr. Sims, formerly of 
Phoenix; Ariz., is active in avia- 
tion and automotive circles anc 
was associated with Sims Invest- 
ment Company. Mr. Speer, prin- | 
cipal of Paul D. Speer & Co.. 
predecessor of Marache, Sims & 
Speer, was a Commander, USNR 
on active duty from March, 1942. 
until October, 1945. Prior to that 
he was partner of H. C. Speer & 
Sons Co., Chicago, oldest munic- 
ipal bond house of that city. 


Paul D. Speer 





Henry Gundling Forms | 
Own Inv. Gompany 


Gundling. has 
Gundling Investment Company | 
with offices in the Arherican| 
Building, te engage in the secur- 
ities business. Mr. Gundling was 
formerly a partner in Knapp and 
Company. Associated with the) 
new firm will be Beulah Det- 
wiler, cashier. Miss Detwiler was} 
previously in the trading depart- 
ment of Knapp & Co. 


SEC ‘Sets Hearing 

The Securities and Exchange 
Commission has ordered a hearing 
at the Chicago regional office on 
Feb. 10, to determine whether to 
revoke or suspend the broker- 
dealer registration of Behel, John- 
sen & Co., Inc., Chicago dealer, 
for alleged violations of the se- 
curities act. 

It was charged that during the 
period about May 18, 1942 to about 
May 7, 1945 the firm -“induced 
certain of its customers to engage 
in transaction of purchase and 
sale {of securities) which -were 
excessive in size and frequency in 
the light of the financial resources 
in such customers’ accounts.” The 
firm is also accused of taking 
“secret profits” at the expense of 
certain of its customers. . 


Now a Partnership 
BALTIMORE, MD.— J. Dorsey 
Brown & Co., 210 E. Redwood 
Street, is now a partnership. Part- 
ners are James D. Brown, Jr., 





formerly proprietor, and S. J. | 
Brown. . 








l, h. rothchild & co. 


Member of National Association 
of Securities Deaters, Inc. 
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it would create a condition of in- 
voluntary servitude which even- 


CEDAR RAPIDS, IOWA—: 
formed | submit their conflict to an outside 


'and “other devices as a cure-all 
| for industrial strife,’ Mr. Weisen- 
| burger 


| boards. labor courts and industrial 


what its name,’ the NAM officia' 


/ably opposed” to compulsory ar- 
| bitration, he added, because many 
'of the primary functions of labor 


_by the courts, and it would be dif- 


ize unorganized workers, since no 
; union could get any better terms 


' * - 
Opposes Compulsory Arbitration 
Walter B. Weisenburger, NAM executive, joins with unions in 
condemning compulsory arbitration either through courts or other 
mechanism. Says compulsory arbitration does not remedy indus- 
trial unrest or settle disputes. as satisfactorily as collective bar- 
gaining. Cites expericnc: as proving compulsory arbitration does 


noi prevent strikes. 


Free collective bargaining. and voluntary arbitration are the 


only democratic methods for atta 


|Weisenburgc., 
Executiv, 
Vice - Preti- F | 
|\dent of the 
National Ass>- 
ciation of 
| Manufaectur- 
| ers, declered 
| on Jan. 19 in 
'a statement 
| Opposing all 
| forms of Gov- 
ernment com- 
pulsion in set- 
‘ting labor 
| disputes. 
President 
Truman and 
various Sena- 
ois and Congressmen have pro- 
»0sed legislation to provide for 
various forms of compulsory arbi- 
‘ration which would. tend to sub- 
stitute a political solution in place 
of free col'ective bargaining. 
“Compulsory arbitration” is a 
contradiction of terms, Mr. Weis- 
enburger said. “It is unconstitu- 
tional, unfeasible and imopraciical 
for attaining the ends d<sired, and 


W. B. Weisenburger 


tually would lead to sabotage o: 
violence.” 

The principle of compulsory 
arbitration lies in government's 
legislative authority to compel 
both employer and employee to 


agency for arbitration and award 
Mr.Weisenburger pointed out. The 
Government’s agency then has au- 
thority to set terms and conditions 
of emvloyment that have not been 
agreed upon voluntarily by both 
sides. 


Attempting to dispel some i!lu- 
sions about special labor courts 


said that “‘schemes for 
compulsory arbitration may be 
disguised by varying terminology. 
but all of them are substitutes for 


* 





voluntary collective bargaining, 
and, in greater or lesser degree 
impose settlement by 
degree or by board fiat.” 
NAM has steadfastly opposed the | 
principle of compulsory arbitra-| 
tion in labor disputes. 

Compuisory arbitration has beer | 
known under such innocent 
sounding titles as mediation 
boards, labor’ tribunals, tact 
finding commissions erbitratior 


judicial | 
Th | 


commissions, Mr. Weisenburger 
said. While compulsion is not al- 
ways implied by -these so-called 
labor courts, they are prone to} 
“order” rather than, “induce” the 
disputants to agree, he argued. 
“Any such system, no matter 


continued, “is actudlly a system 
for compulsory arbitration if it 
involves the determination by a 
third party of conditions govern- 
ing the relations between manage- 
ment and labor.” 

That fact was recognized clearly 
this week by Secretary of Labor, 
Lewis B. Schwellenbach in his 
statement opposing the setting up 
of a permanent mediation board 
inside or outside his department, 
Mr. Weisenburger said, adding: 
“Mr. Sehwellenbach is exactly 
right when he says that such a 
board would hamper efforts to 
achieve industrial peace.” 

Organized labor is ‘“‘understand- 


unions would then be taken over 


ficult, if not impossible, to union- 





ining industrial peace, Walter B: 


for the workers than an arbitra- 
tion board would award. 

“Furthermore,” he said, “if the 
arbitration board’s decisions were 
unsatisfactory to the union, there 
would be unrest and _ strikes 
against the Government with the 
possibility of large scale ixdustrial 
warfare. 

“Compulsory arbitration would 


-also sound the death knell of the 


free enterprise system, as well as 
of collective bargaining, by put- 
ting the Government in control of 
wage rates, and thereby in a posi- 
tion to set prices. That would be 
the final step in a wholly-planned 
economy. 


“With working conditions regu- 
lated by Government authority, 
political influence and power be- 
comes increasingly important as a 
weapon for both management and 
labor. If politically appointed 
boards can decide where a man 
shall work, when he shall work, 
how much he shall be paid, then 
liberty in America is indeed dead. 
Worker and employer alike would 
be enslaved. To surrender to the 
courts the power to decree the 
terms, under which men shall 
work, would lead to government- 
controlled economy, rigidity in in- 
dustrial operation, and industrial 
stagnation. 


“When government forces peo- 
ple to accept industrial relation- 
ships that are contrary to their 
respective wishes, we have moved 
in the direction of regulation of 
personal and social relationships 
as well.” 


Among other reasons cited by 
Mr. Weisenburger as dangerous to 
be found in compulsory arbitra- 
tion he said that “experience has 
shown that wherever a substitute 
for voluntary collective bargain- 
ing has been established, one or 
both parties will tend to by-pass 
negotiations at the bargaining 
table in order to get an issue be- 
fore the board or court. Thus, the 


| effectiveness of genuine collective 


bargaining is destroyed when a 


| way is provided to short circuit 


the bargaining process. The basic 
incentive to bargain is lost.” 


Calling compulsory arbitration 
a “contradiction of terms,’ Mr. 
Weisenburger pointed out that 
arbitration has always signified 
the agreement of all parties to 
submit a dispute to an impartial 
third party of their own choosing.: 
When this is made compulsory, it 
is no longer arbitration. 


To preserve free collective bar- 
gaining, government intervention 
in Jabor disputes should be re- 
duced to an “absolute minimum,” 
he declared, adding that to attain 
and maintain industrial peace, so 
far as government is concerned a 
national labor policy is required. 
which will have for its basie prin- 
ciples the “equal obligation of 
both labor and management to 
bargain in good faith and then to 
carry out the terms of the con- 
tract, and the elimination of irre- 
sponsibility and monopolistic. 
abuses by labor. or management.” 

Voluntary arbitration is the log- 
ical extension of the underlying 
principles of collective bargain- 
ing, Mr. Weisenburger concluded, 
in that the parties involved act in 
accordance with the purpose of 
collective agreement by laying 
down jointly the rules of arbitra- 
tion for adjustment of their dis- 
putes and putting the agreed-upon 
plan into operation. 

“On the other hand, compulsory 
arbitration in Australia and else- 
where abroad has NOT succeeded 
in eliminating strikes,” he said. 
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Critical Appraisal of Nathan Report 


By JULES BACKMAN* 
Associate Professer of Economics, New York University 


Economist attacks basic data, reasoning and conclusions of Rebert 
Nathan’s recent report made for CIO on possibility of raising wages 
without increasing prices. Says new round of wage increases will 
mean price rises in crucial segment of economy, and contends, be- 
cause 1946 profits reflect tax rebates and some inventory profits, 
they should not be adopted as basis for estimating future earnings. 
Criticizes emphasis placed on global estimates and averages. 


1. Peak level profits which are temporary in nature do not pro- 
vide any basis for nation-wide wage adjustments. Any decline in 


volume from »# 
peak} Department of Commerce reports 


the 


tory demon- 
strates that 
these declines 
can be sud- 
den as well as 
substantial. 

2. Compar- 
isons with the 
1936-39 peri- 
od show large 
percentage in- 
increases be- 
cause of the 
jow level of profits at that time— 
and prevalence of widespread 
losses. More than half the compa- 
mies accounting for one-quarter 

of sales had losses from 1936 to 
‘ 1939. The use of data for profit- 
able firms in the prewar period 
gives a substantially different 
picture. For example, for 1936- 
39 profitable corporations made 
$7.5 billions after taxes but all 
corporations had profits of only 
$5.1 billions because of losses of 
$2.4 billions by unprofitable cor- 
porations. Profits take a smaller 
proportion of the sales dollar in 
1946, even on the basis of Mr. 
Nathan’s estimates (5.7%) than 
they did for profitable companies 
before the war (8.0%). Compar- 
isons with prewar profits also fail 
to allow for the fact that the pur- 
«chasing power of profits has de- 
clined as a result of higher prices. 


3. There is no common pool of 
profits out of which all companies 
«an pay higher wages. Profits 
vary widely among industries and 
companies. Low profit companies 
cannot obtain the funds required 
to meet wage increases from more 
wrofitable companies. For ex- 
ample, in the first nine months of 
1946, profits were more than twice 
as high as in the corresponding 
period of 1945 for wholesale and 
retail trade and paper and pulp 
companies; they were 70% or 
more lower for automobile, elec- 
trical equipment and railroads. 





Jules Backman 


Competition Reduces Too High 
Prices 


4. If profits are too high, they 
«an be more appropriately re- 
duced by price competition than 
by further cost increases. In some 
fields there is already evidence, 
in the emphasis on buyer’s mar- 
kets, that price competition is be- 
coming more important. Reducing 
profits by raising wages will make 
price reductions impossible, and in 
many cases will mean higher 
prices. Those with fixed incomes, 
government workers, etc., will 
continue to be priced out of the 
market. Wage increases would di- 
rect these profits to one segment 
«of the economy: price reductions 
would diffuse the benefits widely. 


5. Nathan has forecast (‘Tide 
Magazine,” Nov. 22, 1946) a de- 
«cline in prices and production of 
‘20 to 30% next summer. How can 
profits of 50% above the wartime 
peak be reconciled with such a 
edecline in prices and business ac- 
‘tivity? 

6. Nathan repeats the tech- 
niques used in the OWMR and 





*General observations of Dr. 
Backman on an analysis made by 
him for American Iron and Steel 
Institute. The Nathan Report ap- 
peared in “The Chronicle” of 
. Dec. 19, 1946, p. 3209. 





would lead to last year. \ 
widespread | Keport of October 1945 were wide | 
losses. Past|of the mark. That report esti- 
economic his- | mated Gross National Product at 
| $160 billions. Now Nathan esti- 


| 


Estimates in OWMR 


mates the 1946 total at $190.7 bil- 
lions (p. 17)—an error of almost 
20%. The OWMR report forecast 
earnings before taxes at $17 bil- 
lions. Now Nathan estimates they 
have been over $20 billions in 
1946 (p. 59). Such wide margins 
of error do not provide a basis 
for confidence in the present esti- 
mates — particularly 


and in production next spring or 
summer materializes. 


7. A new round of wage in-) 


ereases will mean price increases 
in crucial segments of the econ- 
omy, particularly railroads, coal 


and steel. It would be impossible | 
to prevent such price increases | 


from affecting the entire price 


structure because those three in- | 


dustries affect costs in practically 
every industry. Past experience 
lends no encouragement to the 
idea that large wage increases 


can be made without an impact | 


upon the price structure. 


Danger of Global Estimates and 
Averages 


8. Emphasis upon global esti- 
mates and averages has become a 
national pastime in the past few 


years. It is the marginal firm, not) 
une average firm which deter- | 


mines the impact of higher costs 
upon prices. This is a basic criti- 


creases “across the board” inev- 
itably will ereate difficulties for 
many marginal firms. With many 
prices already too high, it will not 
always be possible to recover 
these cost increases by raising 
prices. Some unemployment 
would inevitably develop as some 
firms closed their doors and prof- 
itable firms discontinued the pro- 
duction of unprofitable products. 


9. Throughout the report, com- 
parisons are made with January, 
1945 conditions. Why should we 
expect a continuation of that ear- 
lier situation when weekly wages 
were at their wartime peak? The 
virtual elimination of war pro- 
duction, the shift to peacetime 
products, the reduction in the 
number of hours worked, the shift 
of part of food costs from the tax- 
payer (subsidies) to the consumer 
(higher prices), and related fac- 
tors distinguish the end of 1946 
from January, 1945. Moreover, 
January, 1945 wages could not be 
fully spent because of higher 
taxes and shortages of goods. 
Comparisons with that month, 
therefore, are meaningless. While 
he seeks to reestablish wages at 
the highest level ever attained, 
profits are usually measured from 
_ aprirceens cine and low prewar 
evel. 


Responsibility for Recent Price 
Rises 


10. Although 
business for the breakdown of 
price control, the AFL places the 
responsibility on the steel work- 
ers. In its “Labor’s Monthly. Sur- 
vey” for August, 1946 (p. 3), it 
stated: 


“Practically the entire living 
cost rise has occurred. since the 





steel workers forced the price 
ceiling break in February 


if Nathan’s 
forecast of 20% declines in prices | 


Nathan blames 


(1946) and as a direct result of | 
that break.” 


This does not mean that all price 
-increases resulted from higher | They are used to build new plants, 
_wages. But such wage increases | 2nd to buy new equipment which 
did help to break the dikes which | Contributes to greater productiv- 
_had been holding back prices. {ity and hence makes possible 

11. In some industries, ,1946 | higher wages and lower prices. 
profits reflect the effects of tax | Profits as well as wages represent 
rebates. For example, George | Purchasing power. 

_Romney has announced that dur-| 13. With its emphasis upon 
ing the first nine months of 1946, | 1936-39 profits as the basis for 
the automobile industry suffered | measuring “excessive profits,” the 
an operating loss of $135 millions | Report ignores the fact that high 
| which was reduced to $5.5 mil- | profits and high wages go togeth- 
lions after tax refunds. In 1947, | er. Moreover, it has been demon- 
tax refunds will no longer be sig- | strated that in years of high na- 
se a — — | tional income, profits usually 
ave probably been reflected in | ; VA 
/some inventory profits. While the | aave pean -7%4 to 8% of the total. 
magnitude of inventory profits is |PUTing 1946, the ratio was 7.3%. 


— te a Terborgh has | 

estimated “they appear to reeds . ef 
ellington Fund 

Elects Officers 


been accruing since June at an'| 

annual rate (for corporations 

only) of $4-5 billions, leaving 

something like $3 billions on an | 

pat Pl — segs inventory PHILADELPHIA, PA.—At the 

profits have always been tempo- | 4a; , i i 

fave ini the past and wilt be edinet directors’ meeting of , Wellington 

by future inventory losses. They |?U%4, held on Jan. 21, 1947, Jo- 

furnish no sound basis for higher |Seph E. Welch, former Secretary, 

wages. 'was elected Vice-President and 
12. The Nathan Report ignores! Treasurer of the Company and 


purchasing power to a business. 











| 


the fact that profits are used and | Rawson Lloyd was elected Vice- 
represent an important source of | President and Secretary. 


In addition to his other admin- 
istrative duties, Mr. Lloyd is in 
charge of the investment a 
department and Secretary o 
Wellington Corporation, the man- 
agement company. 


Mr. Welch is also Treasurer and 
director of Wellington Corp. He 
is principally engaged in the ad- 
ministration and operation of the 
Fund and is in charge of per- 
sonnel. 








NASD Announces New 
Members Admitted 


| WASHINGTON, D. C.—Wallace 
'H. Fulton, Executive Director of 
'the National Association of Secur- 
| ities Dealers, Inc., announces that 
Hartman, Smith & Mann, Ine.; 
McGinnis, Bampton & Sellger; 
and Toppell & Co., all of New 
York; The Crosby Corporation, of 
Boston; J. V. Everett, of Williams-— 
town, W. Va.; and Weil & Co., 
Ine., of New Orleans, have been 
peer to membership in the 


Association. 
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$14,970,000 


(Philadelphia Plan) 


To be unconditionally guaranteed as to payment of 


MATURITIES AND YIELDS 
(Accrued dividends to be added) 


HALSEY, STUART & CO. INc. 
BEAR, STEARNS & CO. BLAIR & CO., INC. 


R. W. PRESSPRICH & CO. 
GREGORY & SON THE ILLINOIS COMPANY 
INCORPORATED 
FIRST OF MICHIGAN CORPORATION 
HAYDEN, MILLER & CO. PUTNAM & CO. 
JULIEN COLLINS & COMPANY 
SINGER, DEANE & SCRIBNER BACON, WHIPPLE & CO. 
THE MILWAUKEE COMPANY 
THE FIRST CLEVELAND CORPORATION 


Cc. C. COLLINGS AND COMPANY MASON, MORAN & CO. 


INCORPORATED 





Pennsylvania Railroad 
Equipment Trust, Series R 


17%% Equipment Trust Certificates 


To mature annually $998,000 on each February 1, 1948 to 1962, inclusive 


incipal and dividends by endorsement 
by The Pennsylvania Railroad Company 


These Certificates are to be issued under an Agreement to be dated as of February 1, 1947, 
which will provide for the issuance of $14,970,000 principal amount of Certificates to be 


. secured by new standard-gauge railroad equipment to cost not less than $18,712,500. 
cism of the entire approach used | gn at ott te “ »/ ie, 


in this report. Large wage in- | 


1948 1.00% 1953 1.65% 1958 2.00% 
1949 1.15 1954 1.75 1959 2.05 
1950 =—1.30 1955 =1.80 1960 2.10 
1951 1.45 1956 1.875 1961 2.125 
1952 1.55 19576 «1.95 1962 2.15 


Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission, 
The Offering Circular may be obtained in any State in which this announcement is 
circulated from only such of the undersigned and other dealers as may 
lawfully offer these securities in such State. 


EQUITABLE SECURITIES CORPORATION 
HALLGARTEN & CO. HORNBLOWER & WEEKS OTIS & CO. PHELPS, FENN & CO. 
(INCORPORATED) 


L. F. ROTHSCHILD & CO. . 


GRAHAM, PARSONS & CO. 
WILLIAM BLAIR & COMPANY 
WM. E. POLLOCK & CO., INC. 


MULLANEY, ROSS & COMPANY 
SCHWABACHER & CO. 





SHIELDS & COMPANY 
BURR & COMPANY, INC. 


FREEMAN & COMPANY } 


F.S. YANTIS & CO. 


INCORPORATED 


E.W.& R.C. MILLER & CO, 

















ALFRED O’GARA & CO: 


To be dated February 1 1947. Principal and semi-annual dividends (February 1 and August 1) payable in Philadelphia 
or New York City. Definitive Certificates, with dividend warrants attached, in the denomination of $1,000, register- 
able as to principal. Not redeemable prior to maturity. These Certificates are offered when, as and if received by us. It 
is expected that Certificates in temporary or definitive form will be ready for delivery at the office of Halsey, Stuart 
& Co. Ine., 35 Wall St., New York 5, N. Y. on or about February 20, 1947. The information contained herein has 
been carefully compiled from sources considered reliable and, while not guaranteed as to completeness or accuracy, 


we believe it’ to be correct as of this date, 


January 24, 1947. 


THOMAS & COMPANY 
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What Price Yoricks! 


By EDWARD A. ROBERTS* 
Formerly Director of Highway Passenger Operations, 
Office of Defense Transportation 
Transit expert points out executive salaries have undergone heavy 
reductions because of taxes, while workers and “platform” men 
have received substantial increases. 
remedied, high grade executives will leave business and go into 


professions. 


“Alas, poor Yorick! 
1 knew him well; 
His salary was measly, 


But he worked like hell.” 
| development expense. 


Although Shakespeare started this epitaph, the second line was | 


Concludes, unless situation is 





written for Joe Doakes, late President of the Riverdale Transit Co. 


So this is an 
essay on the 
inadequacy of 
salaries paid 
to chief exec- 
utives and key 
officials of 
transit sys- 
tems — men 
entrusted with 
responsibility 
for millions of 
dollars worth 
of property 
but, more im- 
portant, men 
whom every 
American city 
looks to for 
the solution of perhaps its most 
vexatious and intricate problem. 

The New Deal has had three 
interesting but troublesome effects 
on the relative earnings of the 
platform man and his bosses: 


First: Hourly wages have 
- risen sharply. 

Second: The trend of chief 
executives’ salaries has been 
' downward, due to sensitiveness 
‘to criticism, rabble-rousing and 
‘salary publicity given by the 
' Treasury Department, SEC or 
‘state commissions. 


Third: Federal income taxes 
have sharply reduced tne take- 
‘home pay of the chief execu- 
tives. 


' The net result is that the plat- 
form man who used to earn $30 
now makes $50. On the other 
hand, a specific company whose 
chief executive used to draw 
$60,000 subject to rather nominal 
income taxes ($5,000 in 1925 or 
8%, $13,000 in 1935 or 22%) now 

fas a chief executive whose stated 
salary is $25,000 but whose bal- 
ance after Federal income taxes 
of 36% is reduced to $16,000. 

So while the organized workers 
have been gaining the sharpest 
pay increases in history, the boss 


Edward A. Roberts 


© 








has been taking home about one- 
quarter as much as in the days of 
a decade or two ago. 

On the largest transit system on 
this continent, top salaries that 
exceeded $70,000 in the 1930’s are 
now frozen at $20,000. Federal 
income tax on the latter approxi- 
mates $6,000, state income tax an- 
other $500. “Take home” pay of 
these brass hats whose routes 
carry 2 billion passengers a year 
is thus $260 per week, $1,100 per 
month. 

“Well, isn’t that too bad, they’ll 
starve on a grand a month.” Thus 
reacts the hourly worker. But 
there is much more than that to 
the problem. 

In the first place, the salaries 
cited here are for the top-most 
executives only. Below them, and 
on the way up, the average de- 
partment head and_ executive 
assistant is usually in the $4,000- 
$8,000 bracket and has not had his 
pay raised in the same ratio as 
have his hourly subordinates. In 
fact, on some properties the fresh- 
ness of his laundry rather than 
the size of his pay envelope is the 
principal distinction between the 
department head and his platform 
men or top mechanics. 


The Seminole Oil & 





In the second place, executives 
of transit companies and particu- 
larly chief executives must have 
a brand of ability far above the | 
average these days. Their quality 
of education, training and ability 
could produce double or treble 
their present earnings if it had 
been directed into surgery, den- | 
tistry, law, merchandising or | 
manufacturing. 

And, if the present condition is 
not corrected, Joe Doakes, Jr., 
will become a dentist and let some 
third-rater kill himself working 
for the transit company and inci- 
dentally running the business to | 
the dogs. 

Transit boards of directors and | 
the corresponding groups on the | 





‘*Reprinted from January issue imunicipals have few occasions 


of “Mass Transportation” pub- 
lished by Kenfield-Davis Publish- 
ing Co., Chicago, IIl. 


requiring them to originate ideas | 
all by themselves. Revision of) 
executive salaries is one of them. 








Securities herein mentioned. 


This advertisement is not and is under no circumstances to be construed 
as an offer to sell, or as a solicitation of an offer to buy, any of the 
The offering is made only by the Prospectus. 


60,000 Shares 


_ HELENE CURTIS INDUSTRIES, INC. 


50c Cumulative Convertible Preferred Stock, Series A 
(Par Value $5.00 per Share) 





Price $10.00 per Share 





— 





Copies oj the Prospectus may be obtained within any State from the under- 
signed only by persons to whom the undersigned may regularly 
distribute the Prospectus in such State. 


SIMONS, LINBURN & CO. 


25 Broad Street, New York 4, N. Y¥. 
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| addition, the bankers have agreed 


' theless, for the coming few months 


| Oklahoma, and has recently estab- 


| creasing 


| associated with J. A. Ritchie & 


The Seminole Oil & Gas Corp., 
which came to market for new 
money in April 1946, through the 
issuance of 95,000 shares ot com- | 
mon stock, reports its progress | 
and growth during the past year | 
to its stockholders. F. H. Koller | 
& Co., Inc., offered the stock for 
public subscription at $3.00 per 
share, the proceeds of which were 
for the purchase of machinery, 


| equipment, working capital and 


The progress of the company 
from January to December 1946, 
in terms of completed wells; in 
terms of wells completed but not 
yet connected; and in terms of 
wells now drilling, and locations 
established for future drilling is | 
outlined in charts submitted to) 
stockholders. 

Although there are 12 wells in 
the various leases in Oklahoma, | 
only seven are actually productive 
(two producing natural gas and) 
five producing oil). The other five | 
are in various stages of completion. | 
There are 13 wells on the Edwards | 
lease in Texas, of which one is| 
completed but not yet connected 
to the pipe lines and another is | 
in final steps of completion. Thus_ 
the total production shown is ac- | 
tually only from 18 wells (two of | 
which are gas wells) with the | 
other seven yet to become effec- | 
tive in terms of production and 
dollar income. The total produc- | 
tion for 1946 amounted to 72,997 | 
barrels with a gross value, less | 
royalty, of $111,312. 

Recently the company success- 
fully concluded an arrangement 
with a financial institution to ex- | 
tend a loan of $225,000, payable | 
over a maximum of eight years | 
out of oil from the Edwards lease | 
exclusively, the security for the 


| 
j 


Eisenhower Favors 
Voluntary Enlistments 


Says occupation forces have been reduced to a minimum, and are 


required to assure future peace. 


too large. 


Maintains present army is not 


In an address as guest of honor of the Bond Club of New York 


_at its annual dinner at the Waldorf-Astoria in New York City on 


Jan. 23, Gen- 
eral Dwight 
D. Eisenhower, 
Army Chief of 
Staff, stated 
that the pres- 
ent occupation 
forces in Ger- 
many and Ja- 
pan had been 
reduced to a 
minimum and 
it was essen- 
tial to main- 
tain forces in 
these areas 
for some time 
as a contribu- 
tion to future 
peace. 

General Eisenhower referred in 
his address to the difficulty of as- 
suring absolute security by arms, 
“no amount of force ever has pro- 
duced absolute security. That is 
why the concept of the United Na- 
tions must be successful if we are 
ever to enjoy absolute security.” 

To obtain our quota of security 
through arms, General Eisenhower 
said, the nation is faced with a 
short-term as well as a long-term 
problem. Part of the short-term 
problem, he said, is getting rid of 
the Selective Service system and 
the return to the old method of 
volunteer enlistments. 

General Eisenhower said that 
men who were drafted made “an 
expensive type of soldier” in that 
they served for only a short time 


General Dwight D. 
Eisenhower 


<< 


é ——— 





|tive Service the better it will be 
for this country.” 

The General apnealed to his 
audience to join the Army’s re- 
cruiung service and “help us get 
some men.” 

The long-term problem ahead, 
Gen. Eisenhower held, involves 
keeping the Army modern through 
scientific research and develop- 
ment. So tar as weapons are con- 
cerned, he explained that in any 
war in the near future “it would 
have to pick up just about where 
the last one left off.” 

“If you talk of push-button 
warfare,” he said, “you are talking 
about something in the future, 
something that is X years away. 
The application of new weapons 
to actual warfare is a long distance 
in the future. We are not now in 
anything like a super-blitz.” 

“There is one thing on which 
everybody in Washington agrees— 
which is in itself unusual — and 
that is that our Army is not too 
large,” Gen. Eisenhower asserted. 

Speaking of the veterans’ hous- 
ing situation, the General stated: 
“Any country that poured out the 
stuff that this country did in the 
war can build enough houses to 
take care of the veterans that 
fought it. Personally, I think that 
the housing problem lies right 
with every single community 
from my home town of Abilene, 
Kan., to New York. Take it upon 
vourselves and cee wht vou can 





loan being solely the Edwards in relation to the amount spent on | do about it, and not wait to see 


lease in Crane County, Texas. 


with the company, under certain | 
terms and conditions to finance | 
further drillings in Texas. Never- 


it is the company’s intention to 
concentrate its drilling efforts in 


lished six new locations on its 
Oklahoma leaseholds, and has con- 
tracted for the necessary drilling. 
Oklahoma not being subject to 
the severe pro-ration which af- 
fects Texas, presents a more at-| 
tractive field at the moment be- | 
cause of its direct effect on in-| 
income. However, the 
development work the company 
has done in Texas has produced 
substantial and valuable reserves | 


which should contribute greatly to 
the basis value of the company. 


In addition to this, and by rea- | 





'son of its connection with certain | 


interests in the newly-opened | 


| Virginia-Kentucky field, the com- | 
| pany has taken a lease for approx- 
| imately 1,250 acres in the vicinity 


of producing acreage in this area. 
It does not intend to embark upon 
any development here at the mo- 
ment, but feels that the impor- 
tance of the field is such that it 
warrants having a position in it, 
especially so since the oil pro- 
duced is a high-premium Pennsyl- 
vania crude at the present time 
bringing $4.04 per barrel. In Okla- 
homa the company receives $1.68 
per barrel, and in Texas $1.45 per 
barrel. 


H. W. Lussey With 
J. A. Ritchie & Co, 


Harry W. Lussey has become 





Co., Inc., 70 Pine Street, New 
York City, as manager of the gov- 
ernment bond department. Mr. 
Lussey was previously with the 
Manufacturers Trust Company. 





In | their training, and concluded that! what Washington is guiuig to ao 
“the sooner we can desert Selec- about it.” 





A Windfall Tax on 


Retroactive Portal Pay 


By HON. W. LEE O’DANIEL* 
U, S. Senator from Texas 


Democratic Senator scores portal-to-portal pay suits as a crime 


against commerce and urges imposition of a 100% “windfall tax 
on all judgments given to workers. 


Labor Practice Act so there will 
to-portal pay suits. 


Offers amendment to Fair 
be no grounds for future portal- 


I consider these portal-to-portal pay suits which the CIO is filing 


as a crime against commerce, and 


Committee for‘ 


y our aggres- 
sivenessintry- 
ing to find a 
method to 
outlaw them. 

In listening 
to testimony 
before your 
Committee I 
can see that 
there is a dif- 
ference of 
opinion as to 
whether’ the 
Congress has 
the power to 
enact __—iretro- 
active legisla- 
tion that will outlaw such suits. 1 
have, therefore, introduced some 
amendments which, if enacted into 
law, I believe will discourage the 
filing or prosecution of such 
cases. While both of my amend- 
ments deal with this subject, one 
of them was referred to another 
Committee because it proposes to 
amend the Internal Revenue Code. 
My amendment to S.70 which was 
referred to your Committee reads 
as follows: 

“S. 70 Amendment, intended 
to be proposed by Mr. O’Daniel to 


Sen. W. Lee O’Daniel 


*Statement made by Senator 
O’Daniel before a sub-committee 
of the Senate Judiciary Commit- 
tee, Jan, 25, 1947. 


I congratulate the members of this 


| the bill (S. 70) to exempt em- 
_ ployers from liability for portal- 
to-portal wages in certain cases, 
'and for other purposes, viz: At 
| the proper place in the bill insert 
the following: 
| “See. ( ). (a) Section 7 of the 
| Fair Labor Standards Act of 1938 
_is amended by adding at the end 
| thereof the following new subsec- 
tion: 
“(e) As used in this section, the 
term ‘workweek’ shall include 
only the time during which an 
employee is engaged in productive 
work. In determining productive 
work (1) time consumed in going 
to and returning from work sta- 
tions (except in cases where trans- 
portation is furnished by the em- 
ployer and by custom in the in- 
dustry or by agreement between 
the parties such travel time .is 
compensable), and (2) time con- 
sumed in changing clothing and in 
preparing for productive work, 
shall not be included. (b) Here- 
after, no action for the recovery 
of wages, penalities, or other dam- 
ages (actual, liquidated, or ex- 
emplary) shall be commenced unh- 
der the Fair Labor Standards Act 
of 1938 in any court by reason -of 
any time spent by any employee 
in other than productive work.” 
That Amendment would make it 
clear that in the future only time 
(Continued on page 629) 
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China’s Economic Recovery Given Serious Set Edward J. Duffy & Co. Gilbert Pearsall to 


Back hy Manchurian Industrial Loot by Russia _ 


By EDMOUR GERMAIN 


Authoritative source reveals Soviet Union has taken so much 
machinery from factories and mines of Manchuria that it will now 
take China possibly as much as 20 years longer to build up her 


industry than would have been 


either destroyed or removed from the Manchurian industrial area 
will require about $2,000,000,000 to replace, it is said. Photo- 
graphic proof shows Russian armies took very best equipment 


out of land. 


necessary otherwise. Material 





The Soviet Union has removed so much machinery and other 


equipment from the factories and 
puppet state of Manchukuo 
Manchuria that it will now take} 


in® 


mines in what was the Japanese 





transportation facilities, the loss 


China possibly as much as 20| of the rolling stock, the steel rails 


years longer to build up her in-| 
dustry than would have been 
necessary otherwise, it has been) 
learned from an _ authoritative 
source. (In time, the official re- 
port on the subject will probably | 
be published in full.) 

The Chinese, who had hoped to) 
come into possession of the indus- 
trial empire intact that the Japa- 
nese had build up in Manchuria, 
had figured that it would take 
them only 10 years to bring their 
industry to a high level of devel- 
opment after the war, but now, it 
is estimated by those who have 
studied the situation, the job will 
take all of 30-years. 

While the Japanese themselves 
probably destroyed much valuable 
equipment before withdrawing 
from their beloved Manchukuo, 
and though it is known that the 
Chinese Communists for some 
reason actually bombed many 
buildings and mines after the 
Russians had taken all the ma- 
chinery and other equipment 
they wanted out of them, and that 
there was general looting by the 
Chinese whenever and wherever 
the Russians withdrew, still it is 
believed that the Russians are re- 
sponsible for the fact that most of 
the best equipment is missing out 
of the territory. In all, the mate- 
rial either destroyed or removed 
from the Manchurian industrial 
area will require about $2,000,- 
000,000 to replace, it is said. 


Photographic evidence shows 
that the Russians did an excellent 
job at selection, it is pointed out. 
In fact, the proof is incontestable, 
it is said, that the Russian armies 
took the very best equipment out 
of the land. 





The statistics reveal, for in- 
stance, that the equipment missing | 
out of Manchuria includes 71% of | 
the electrical power machinery in 
the area, 90% of the coal mining 
machinery, between 50 and 100% | 
of the machinery in the iron and | 
steel industry, 65% of the ma-| 
chinery in the chemical industry, | 
practically all the rolling stock | 
and all of the steel rails which | 
the railroads. had. To a country) 
like China that lacks adequate | 


Henri Pulver With 
McMaster Hutchinson 


CHICAGO, ILL. — McMaster 
Hutchinson & Co., 105 South La 
Salle St., members of the Chicago 
Stock Exchange, announces that 
Henri P. Pul- 
ver has_ be- 
come associ- 
ated with 
them. Mr. Pul- 
ver has . been 
active in the 
over - the- 
counter busi- | 
. ness in Chi-| 
s. cago for many 
>. -years, former- 
« thy. with. Bab- 
-. ¢ock, Rushton 

-&.Co. and its 
successor, 
- Goodbody & 

Co. He was 

recently man- 








eS 
Henri 


| 


P.. Pulver 


Robinson &. Co. 





| with Japan. 
| however, 


ager of the trading department of, 


and the machinery of an iron and 
steel industry which could have 
quickly produced more rolling 
stock and rails, comes as a really 
serious blow, it is pointed out. 

Of course, perhaps it should be 
pointed out here, that there is 
some irony in the fact that China 
should be bemoaning her fate 
when, if she had taken the ini- 
tiative herself in developing the 
vast resources of Manchuria, the 
State of Manchukuo might never 
have come into existence. If 
China could have put an end to) 
the fratricidal strife that has di-| 
vided and weakened the country 
for so long early in the war, she 
might have been able to make} 
greater contribution toward the 
winning of the war and so not 
only be considered more deserv- 
ing in the eyes of the world of| 
consideration in the Manchurian | 
matter now, but also be in a po-| 
sition today actually to be able to! 
resist effectively any such move 
as the Russians and, for that mat-| 
ter, some of its own nationals have | 
been making. 

Many will agree, however, that, 
the propriety of Russian action in| 
the case is without doubt seriously | 
open to question. The implica- 
tion of the zindings that the in-| 
vestigating group has dug up in| 
this matter, is that this “gutting” | 
of Machurian industry by the) 
Russians is something of an un-| 
conscionable act for which the 
Soviet Government will probably 
have to give some account—or 
should. 

The Yalta Agreement is under- 
stood to give the Soviet Union the 
right to occupy Manchurian soil | 
as long as she is in a state of war) 
Some observers feel, | 
that it takes a vast) 
amount of imagination to con-| 
clude from the facts that a state | 
of war actually does exist today | 
between the two countries. 

In any event, however, it is 
common knowledge that sudden 
and mysterious removals of the) 
rails along the tracks in Man-| 





|churia is nothing new in Chinese 


history. Every time bands of na-.| 
tives have wanted steel for nili- | 
tary equipment in the numerous, | 
almost annual local wars for. 
which China has been famous for | 
something over three decades | 
now, they have never hesitated to | 
take up the rails. It must be rec- | 
ognized that Asiatic politics have 
certainly been in a chaotic state 
for a long time. This has meant, 
of course, that the economy of the 
East has been in a chaotic state 


for some time, as anyone who sur- |. 


veys the situation will have to 
admit. The Chinese standard of 
living has been nothing to brag 
about, everyone will agree. 

If Japan has lost Manchukuo 
and all that was in it because she 
lost the war, China is losing some 
of the most valuable property in 
Manchuria because quite ob- 
viously, im her divided and ‘so 
weakened condition, 
stand up alone against Russia. 
It is probably anyone’s guess what 
the Western powers can do, if) 
anything; for China. | 





| which he will withdraw on Jan. 
£8 


she can’t). 





| 
| 


‘Silcox and Townsend 
Form Investment Firm 


Gilbert B. Pearsall will become| CHARLESTON. S. C.—J. Hey- 

a partner in Van Alstyne, Noel & | ward Silcox and John C. Towns- 
Co., 52 Wall Street, New York|¢nd have formed Silcox and 
City, members of the New York | Townsend with offices at 36 Broad 
Street to engage in the securities 





To Admit New Partner Be Van Alstyne Partner 


Edward J. Duffy, Jr., member 
of the New York Stock and Curb 
Exchanges. will become a partner | 
in Edward J. Duffy & Co., 111} 
Broadway, New York City, mem- | 


bers of the Exchange, on Feb. 1. | Stock and Curb Exchanges, sad 


| business. Mr. Silcox was formerly 
Mr. Duffy was previously a part-| Feb. 6th. Mr. Pearsall has been | with McAlister. Smith Pate 
ner in Kean, Taylor & Co., from with the firm for some time 4S/and Frank S. Smith & Co., Ine. 
manager of the syndicate depart- | Mr. Townsend was with McAlister, 


‘ment and foreign representative. 





















| Smith & Pate. 











$1,520,000 
The Alabama Great Southern Railroad 
Equipment Trust, Series J 


14%4% Equipment Trust Certificates 
(Philadelphia Plan) 








To be due annually $152,000 on each February 15, 1948 to 1957, inclusive 
To be unconditionally guaranteed as to payment of par value and dividends by éndorsement 
by The Alabama Great Southern Railroad Company 





These Certificates are to be issued under an Agreement to be dated as of February 15, 1947, 
which will provide for the issuance of $1,520,000 par value of Certificates to be secured 
by new standard-gauge railroad equipment to cost not less than $1,907,000. 





























MATURITIES AND YIELDS 
(Accrued dividends to be added) 















































1948 0.90% 1951 1.55% 1955 1.65% 

1949 1.05 1952 1.45 1956 1.70 

1950 _—:11.20 1953 =1.55 1957 1.75 
1954 1.60 
































$1,700,000 
The Cincinnati, New Orleans and Texas 
Pacific Railway Equipment Trust, Series K 


14%% Equipment Trust Certificates 
(Philadelphia Plan) 


















































To be due annually $170,000 on each February 15, 1948 to 1957, inclusive 








To be unconditionally guaranteed as to payment of par value and dividends by endorsement 
by The Cincinnati, New Orleans and Texas Pacific Railway Company 























These Certificates are to be issued under an Agreement to be dated as of February 15, 1947, 
which will provide for the issuance of $1,700,000 par value of Certificates to be secured 
by new standard-gauge railroad equipment to cost not less than $2,140,000. 

















MATURITIES AND YIELDS 
(Accrued dividends to be added) 























1948 0.95% 1951 1.35% 1955 1.70% 

1949 1.10 1952. 1.45 1956 1.75 

1950 1.20 1953 1.55 1957 1.80 
1954 1.65 























Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission, 
The Offering Circular may be obtained in any State in which this announcement is 
circulated from only such of the undersigned and other dealers as may 
lawfully offer these securities in such State. 















































HALSEY, STUART & CO. INc. 
HORNBLOWER & WEEKS OTIS & CO. R. W. PRESSPRICH & CO. 
L. F. ROTHSCHILD & CO. : JULIEN COLLINS & COMPANY 
‘FIRST OF ‘MICHIGAN CORPORATION GREGORY & SON 
THE MILWAUKEE COMPANY PUTNAM&CO. THOMAS & COMPANY : 


INCORPORATED 
| ane To be dated February 15,1947: Par value and semi-annual dividends (February 15 and-August 15) payable-in 




































































New York. City. Definitive Certificates with dividend warrants attached, in the-denomination of $t,000; register- 4 
able as to par value. Not redeemable prior to maturity. These Certificates are offered when, as and if received by us. 








It is expected that Certificates in temporary or definitive form will be ready for delivery at the office.of Halsey, 
Stuart & Co. Inc., 35 Wall St., New York 5, N. Y‘ on or about February 20,1947. The information contained herein 
has been catefulty compiled from sources considered reliable and, while not guaranteed as to completeness or accu- 
| racy, we believe it to be correct as of this date. 



































January 24, 1947. 
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The Need for Statisticians 


By JAMES D. PARIS 
Research Associate, Metropolitan Life Insurance Co. 
Atlantic City conference concludes that demand for competent sta- 
tisticians will be increasingly demanded by industry and commerce, 
market research agencies, research laboratories, universities, and tesa. Olean ann oka 


government. | point out that statistics includes 
ATLANTIC CITY, N. J., Jan. 26—At a meeting of leading statis-| much more than merely figure 
ticians, held under the auspices of the American Statistical Associa- | manipulation, that it is in fact a 
ion and pre- method of logic and a scientific 
sided over by | way of thinking, whose utilization 
Dr. Helen M. can contribute to progress in many 
alker, Pro- untapped fields. It was suggested 
fessor of Sta- also that a series of monographs 
istics at is needed which would indicate 
eachers Col- the type of statistics needed, the | 
Jege, Colum- potential jobs which may soon be 
bia Universi- the National Roster the demand | cropping up,.the training involved 
y, here this for a few of them was somewhat; and how the statistician could 
orning, the as follows: physicists, 5 per 1,000) equip himself.for such -positions. 
opic on “The registered; mathematicians, 20 per| Such monographs might be en- | 
raining of 1,000 registered; and statisticians, | couraged by the Association in its | 
Statisticians,” more than 30 per 1,000 registered. | professional function of advancing | 
as thorough- Calls had come not only from col- | the field of statistics and applying | 
ly aired in an leges and universities but also| the developments in these fields | 
informal pan- from government, industry, mar- | to progress in other fields. 
_ ae ket research agencies, research The Panel included persons of | 
was the laboratories and others. : : wake | 
sense of the discussants, as well It was the consensus of opinion many and diverse Interests trove | 
as of the audience, that there is| that a standing committee be ap-| 0vernment, universities, and 
great need for statisticians at all 
levels and that with the growth 
of industry and commerce, the 
awareness of the need for market 
surveys based upon sampling 
quality control in industry, and 
general management control, the 
meed will continue to grow for 
some time. Also needed are com- 
petent teachers of statistics in 
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What Peace Treaty with Germany? 


By DR. EELCO N. VAN KLEFFENS* 


Netherlands Delegate to UN Security Council; 
Former Minister of Foreign Affairs 


Netherlands’ UN Delegate advocates special regime of international 
supervision for Ruhr and Rhine industries constituting Germany’s 
war-potential. Dr. van Kleffens also proposes decentralization of 
her political structure, de-concentration of her economic power, 
and continued occupation of at least key points. 


It is not a matter of peace treaties alone, I do not think a peace 
settlement could be called complete without a scheme for the collec- 
tive reductior.® 
of armaments;pend. It is, in fact, the central 
and armed| difficulty, 
forces, and) In one terse sentence, the Neth- 
that in itself|erlands memorandum expresses 
is a vast and/|the opinion that a solution will 
very difficult | be found “it, parallel to a reason~ 
subject, which | able degree of recovery of Ger- 
will engross|man economy, decentralization of 
our attention | the political structure and de- 
for quite aj|concentration of economic power 
time to come.| are carried through consistently.” 
Let me there- Decentralization of the political 
fore limit my- | structure and de-concentration of 
self to one im- | economic power. These two main 
portant aspect |elements deserve a little closer 
of that com- fconsideration. 
plicated whole 
which is to be 

the peace settlement, and that is 
'the peace treaty to be accepted 
‘by Germany. 

You know that initial talks 
‘about that treaty-to-be are at pres- 
/ent taking place in London. Quite 
naturally, the Netherlands Gov- 
ernment has asked to make its 
|views known on this subject 





| magazines in a way to bring to the 
attention of executives, adminis- 
| trators, and the more intelligent 
| magazine reader the concept of 
statistics and statistical method | 
and the benefits derived from 





operations that aided in the de- 
velopment of the atomic bomb, as 
well as many other advances of a. 
less dramatic character. 

In underscoring the need for 
statisticians it was pointed out that | 
of the various professions listed in | 








J. D. Paris 


E. N. van Kleffens 
Centralization Not Needed 


As Germany became more cen- 
tralized, she saw more possibilities 
for aggression and conquest. In 
fact, Bismarck and Hitler, the two 
main artisans of German unity, . 
carried out a unification program 
before embarking on aggression. 
But if Germany is, from now on, 


pointed by the American Statisti- | business. Among those actively | 
cal Association to stimulate fur-| participating were: Professor 
ther censideration of the matter | Helen M. Walker of Columbia, 


of courses in statistics. Among the | Chairman; Ghester I. Bliss of the 


items which such a committee | 
could cover are such things as the | ‘Connecticut Agricultural Experi- 


use of visual education and other | ment Station; Francis J. Brown, 
teaching and learning devices 50 | American Council on Education 
well developed during the war in and Executive Secretary of the 


order to take care of the increased 
enrollment in colleges and uni- 
versities. Not only are top mathe- 
matical statisticians néeded but an 
even larger number of statisticians 
of an intermediate level is wanted. 
The facilities and _ instructors 
available for teaching the most 
advanced topics of statistics are 
still inadequate, largely because of 
the great strides made in statis- 
tical progress during the war, 
which include the tecaniques anu 











the training of members of our 
armed forces and of the industrial | 
workers behind them. It might | 
also try to corral the many such; 


devices which have been devel-| 


oped in universities and. colleges, 
government agencies and business 
firms throughout the nation. 

The statisticians «also. thought 
that articles which would propa- 
gate the idea of statistics and 
which would indicate the need of 
statistics in all fields should be 
prepared for the more general 








| President’s Committee on Higher 


| Education: Francis G. Cornell, 


U.S. Office of Education; Stephen | ; ¢ ; 
|many is our immediate neighbor. 


DuBrul, General Motors; Harold 
Hotelling, North Carolina; W. J. 
McNamara, International Business 
Machines; Jerzy Neyman, Califor- 
nia; James D. Paris, Metropolitan 
Life; C. V. Taylor, U. S. Civil 


«Service Commission: and Samuel 


S. Wilks, Princeton. 
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| which for Holland is of very great 
‘importance, 


| tier, 


| tally 





| 


Consider the political side: Ger- 
An old, impossible, sinuous fron- 
based on completely out- 
moded considerations of a feudal 
nature and facilitating German 
aggression, separates us from that 
dangerous neighbor. We are vi- 
interested in the arrange- 
ments to be made for curbing 
Germany’s inveterate and often 
demonstrated lust for conquest. 


Consider also the economic as- 
pect. Before the war, Germany 
was our second-best customer, 
and the country from which we 
on our part bought more than 
from. any other. Since the war, 
Germany’s economic prostration 
has seriously delayed our com- 
plete recovery. In our own in- 
terest we are vitally interested in 
the arrangements to be made for 
rebuilding the economic prosper- 
ity of Germany. 

For these reasons, we have Jast 
week put on the conference table 
in Londen a memorandum which, 
in keeping with our liking for 
publicity. in politics whenever 
possible, has at once been re- 
leased for publication. That mem- 
orandum gives the views of the 
Netherlands Government concern- 
ing the peace settlement to be 
made with Germany. I should 
like to tell you something about 
it. I believe there is much in it 
which is. in accordance with the 
American view. 


The Twin Difficulties 


The memorandum squarely 
faces the main difficulty. That 
difficulty lies in two seemingly 
conflicting requirements which 
interest you as much as they in- 
terest us, and which must. be rec- 
onciled. The one is the economic 
recovery of Germany, a prerequi- 
site for the economic recovery of 
Europe and for a healthy world 
economy. The other requirement 
is, that adequate safeguards must 
be devised in order that the res- 
toration of Germany’s war-poten- 
tial which will necessarily result 
from her economic recovery, do 
not endanger world peace. On the 
solution of this problem the suc- 
cess of the peace treaty will de- 


*Address by Dr. van Klieffens 
at the dinner in his honor given 
by Netherland-America Founda- 
tion, and N. Y. Charnber of Com- 
/merce, New York City, Jan. 22, 
‘1947. 


to abstain from aggression, why 
should she remain a_ strongly 
centralized state. Consisting as 
Germany does of an agglomera- 
ton of smaller units, each with a 
history and tradition distinct, to 
a greater or lesser degree, from 
those of the others, she might well 
become, for the common good of 
the world and of her own, a fed- 
eration of these units. For that, 
all requirements are available: 
there is one language, one gen- 
eral outlook, one compact terri- 
tory. The looser that federation, 
the better for all of us: a federa- 
tion of states would be much bet- 
ter than a single federal state such 
as Germany was under the old — 
Kaiser. Germany should not, of 

course, be entitled to change that 
federal structure at will, for it is 
to be imposed on her in the gen- 
eral interest. Conversely, we the 
Allies, and especially the major 
Allies, should, if necessary, nip in 
the bud any German attempt to - 
modify that structure in contra- 
vention of the treaty and in con- 
flict with the general interest. 
Prolonged occupation, which need 
not, however, in our opinion be 
more than an occupation of some 
key points or areas, will therefore 
be necessary. Right-thinking Ger- 
mans may themselves welcome it, 
and its cost will be a small pre- 
mium for safety compared to the — 
suffering and cost of yet another 
war. 

So far for the decentralization 
of the political structure of Ger-- 
many. 

With regard to de-concentration 
of German economic power, the . 
Netherlands’ memorandum con- 
tains a number of important and, 
we believe, useful suggestions. 

The Ruhr has been, of old, the 
principal arsenal of Germany; the ° 
Rhineland (think of I. G. Farben) | 
also contains very dangerous in- 
dustries. The Netherlands mem- - 
orandum recommends that, in 
view of the general interest all 
nations have that these regions 
do not once again become the 
starting-point of German aggres-~ 
sion, both be governed by an in- 
ternational body on which we | 
naturally would wish to be rep- 
resented. The left bank of the 
Rhine. as is well known, has been 
a festering sore in the body of 
Europe for more than 1,100 years: 
ever since the notorious Treaty 
of Verdun of 843. No solution of 
what I might call the old-fash- 
ioned kind: a solution placing this . 
area under one state, has ever 





given satisfaction. Why should we 
not. attempt to find at last.a solu- 
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tion on modern lines: an interna- 
tional solution for an internation- 
ally important and super-sensitive 
area, as in the case of Trieste? 


Special Supervision of Ruhr-Rhine 
Industries 

A special regime of 

tional supervision for Ruhr and 

Rhine industries capable of in- 

creasing Germany’s war-potential 

would, of course, seem to be in- 


dispensable if we are not to be| 


fooled again. 
In addition—and this too seems 


very important — suitable safe- | 
guards should be devised in order | 


to prevent the concentration of 
too much economic power in too 
few German hands. 


These are, from a general point 
of view, the main points we advo- 
cate. They seem to us all impor- 
tant, and we ask our friends and 
allies to ponder them carefully. 
We know the Germans all too 
well. Based on that, unfortunately 
too intimate knowledge, we sin- 
cerely believe these ideas offer a 
real and, what is more, a prac- 
ticable solution. 


Economic Measures Suggested 

The Netherlands memorandum 
contains quite a number of other 
points. There are observations 
referring to the German customs, 
and monetary system, and to a 
sensible policy to be followed 
when loans to Germany will once 
more have to'be considered. There 
are observations concerning the 
need to prevent German dumping 
and economic discrimination 
against other countries. There are 
thoughts on reducing the cost of 
occupation, on denazification and 
on the contribution Holland could 
make towards Germany’s spiritual 
and cultural reconditioning. Most 


especially, the need is stressed | tins” 


for Holland to obtain some more 
economic compensation from Ger- 
‘many than the paltry average of 
not quite 5% allotted, in theory 
at least, to the Netherlands as 
their share in German reparations 


| 


| 
| 


Britain’s One-Sided Export Driv 


(Continued from first page) 


the surplus of its trade balance 
with “soft currency” countries and 


'with countries holding blocked | 


interna- | 


| unlimited, 


| 
| 
| 
| 
| 
| 


} 





| 


| relation to those countries has to | 


| 
| 


j 
} 


} 


| 
; 


' 
| 


the outcome of which will show | 


a glaring disproportion 


necéssarily poor, 


even when full consideration 


is 
Ziven to German needs. 


to the | 
damage and looting done by Ger- | 
many, and will leave us anite v~- | 
unnecessarily | 


We also | 


wish to rectify our frontier, as 1 | 


have already said, partly for eco- 


nomic and partly for strategic 
reasons; what we would like, in our | 


own and in the general interest, is 
a modern, straight, streamlined 
frontier, such as the frontier be- 
tween you and Canada. In any 
case the worst, aggression-invit- 
ing bulges should be cut out. 

But, however important, these 
are only the details. The main 
thing to remember is that we ad- 
vocate: 

The economic recovery of | 
Germany and adequate safe- | 
guards against renewed German | 
aggression. 

Chiefly through: 

Decentralization of Germany's 
political structure, deconcentra- | 
tion of Germany’s econdm’c 
Power, and continued o¢cupa-. 
tion, be it only of key-points er 
areas. 
We are not a highly emotional | 

people. It sometimes seems sur- 
-prising considering in 
beastly manner the Germans have | 
treated my compatriots for five | 
long years, how detachedly Hol- | 
‘landers can talk about just and | 
generally desirable solutions. 
that state of mind, the Nether- | 
lands memorandum bears the im- | 
print.. We hope that the major 


what! 


Of | 


Allies will heed it in the same) 
spirit of constructive statesman- 


ship. 

We do not wish to be vengeful. | 
But we also do not wish to be. 
‘soft. A major surgical operation | 
is necessary. Let us then perform | 
it coolly, judiciously and fear- | 
lessly, not merely for the good of | 
the patient, but also, and in par- | 
_ ticular, for the good of us all: the. 
. community of nations as a whole. ' 


sterling balances. The volume of 
goods available for export is not) 
and the ease with) 
which they can be sold on the) 


‘continent, in the Empire and in 
undoubtedly | 
slackens the exporters’ efforts to | 


the Middle East 
sell them in the Western Hemi- 
sphere. 

The exchanges of most “soft 
currency” countries are grossly 
evervalued in relation to sterling. 


| It is therefore very easy to export 


to such countries at a substantial 
profit. As for 
blocked sterling balances, they go 


out of their way to buy British | 
goods within the limits of possibil-_ 
ity, in order to reduce their bal-| 
ances before the conclusion of the | 


funding agreement. 
The “hard currency” countries 


are neglected in consequence by | 


many exporters. The deficit in 
be covered out of the proceeds of 
the U. S. and Canadian loans. 
Were it not for the “success” of 
the export drive to countries 
which do not pay for the British 
export surplus, the rate at which 
the proceeds of these loans are 
used up would be much slower. 
All this is now realized in Brit- 
ain, and the necessity for divert-| 
ing the export drive towards 
“hard currency” coun'‘ries is free- 
'y admitted. Even such a firm sup- | 
porter of laissez-fa re as Professor | 
Lionel Robbins admits reluctantly | 
the necessity for “doing some- 
about diverting exports 


countries with | 


from countries which do not pay) 
for them. But neither he nor) 
others dealing with the subject, 
whether in an official position or 
not, have put forward in public 
any constructive suggestions as to 
what measures, if any, they have} 
in mind. The government has so | 
far confined itself to expressing 
the desire that exporters shoula | 
endeavor to concentrate their ef- | 
forts to “hard. currency” coun- 
tries. It is doubtful, however, | 
whether such appeals for volun- 
tary action on the part of export- | 
ers has produced, or will produce, 
any effect. 

During the war the British pub- 
lic was asked to make voluntary 
efforts of many kinds in the inter- 
ests of victory in spheres where 
the government was reluctant to 
apply compulsion. In most in- 
stances the response was satisfac- 
tory. But then, there was a war 
on, and survival depended on the 
cumulative effects of the individ- 
ual efforts of 43,000,000 souls to 
do their bit. Most people con- 
sidered .it their patriotic duty to 
assist the government in their 
small way in this task of winning 
the war. That spirit no longer ex- 
ists, at any rate not to anything | 
like the same extent. In particu- | 
lar merchants and manufacturers 
have no reason to be enthusiastic 
about assisting the Socialist Gov- 
ernment, even if in doing it “they 
would be assisting also the coun- 
try.” If a private firm can make 
25% profit by selling to France 
and only 5% by selling. to the) 


United. States, it is not. inclined | 


| 











proceeds of exports to France are | 
likely to become frozen while 
those of exports to the U. S. yield 

much-needed dollars. The export- 

ers themselves are not effected by 
the impossibility of obtaining 
payment from France for years. 
For they can insure the “transfer 
risk” with the Export Credits 
Guarantee Department, a govern- 


ment office, which in return for al 


moderate premium, undertakes to 


| pay the amounts due if owing to 


transfer difficulties the exporter 


| should be unable to receive pay- 


ment within the time limit fixed 
in the insurance policy. So it is 


| the government and not the ex- 


porters that has to carry the bur- 


| den of the delay in receiving pay- 
| ment. 


As for countries holding 
sterling balances, they simply pay 
British exporters out of these 
balances. 

Whai are the measures that the 
government may conceivably ap- 
ply in order to divert exports 
towards “hard currency” coun- 
tries? The following are a few 
tentative suggestions: (1) The sys- 
tem of licensing exports might be 
restored, and licenses would be 
granted more freely to “hard cur- 
rency” countries; (2) Allocation 
to manufacturers: of fuel and raw 
material—in so far as it is in the 
government’s hands — would be 
made conditional upon the export 
of a certain percentage of the out- 
put to “hard currency” countries; 
(3) Under the Supplies and Serv- 
ices Act the government could is- 
sue orders directing particular 
companies to export to the de- 
sired destinations; (4) The Export 
Credits Guarantee Department 
could discontinue or curtail the 


Eleventh Street. 





to direct its limited supplies to the | issuing of insurance policies to 


latter country merely because the ' cover the transfer risk on exports 


te “seft curreney” countries; (5) 
The blocked sterling balances 
(which at present are only block- 
ed in the sense that they cannot 
be converted into currencies out- 
side the Sterling Area) could be 
blocked im the real sense of the 
term, so that henceforth only 
sterling derived from current ex- 
ports to Britain would be avail- 
able for the purchase of British 
goods, pending the funding of the 
old balances. 

This latter suggestion is of par- 
ticular importance, as it would 
materially strengthen’ Britain’s 
none too strong bargaining posi- 
tion in the coming negotiations 
for the funding of sterling bal- 
ances. So long as holders can 
spend their balances freely on 
Britain’s goods there is little in- 
ducement for them to make im- 
portant concessions for the sake 
of coming to an early agreement. 
Moreover, by ceding indirectly to 
countries holding sterling bal- 
ances the proceeds of the dollar 
loan, the British Government has 
materially reduced the amount of 
dollars it can afford to cede di- 
rectly in return for a scaling down 
of the debt and for other major 
concessions. The sooner a “red 
line” is drawn in the books of 
the banks, to separate existing 
balances from the proceeds of 


current trade, the better. 


L. B. Eberhardt Opens 


WILMINGTON; DEL.—L. Beach 


-Eberhardt is engaging in the se- 


curities business as an individual 
dealer from offices at 612 West 
Mr. Eberhardt 


“was previously president of Eber- 


hardt & Co., Inc. 
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| Canadian Securities | 


By WILLIAM J. McKAY 


























+ 
It is no exaggeration to state that the Dominion of Canada of | 


lid not exist without the Canadian Pacific Railway Co. 
Indeed the original purpose of its formation was to link the West 
eoast with the East and thereby permit the effective entry of the 


ultimately offset capital liquida- 
tion and bring the free rate more 
in line with the official. Cana- 
dian stocks were generally dull 
but steady buying in golds per- 
sisted. 








Tightens Sale of Can. 
Securities in U, S. 


Stock Exchange Educational Film Sponsored 
By Merrill Lynch on WCBS-TV Jan. 30 


“Money At Work,” a film produced under auspices of the New 
York Stock Exchange for use in its educational program, will be 
shown over CBS Television, Thursday, Jan. 30, under sponsorship 


Province of British Columbia into the Canadian Confederation. 


Since that time its ramifications have extended not only into | 





every corner of the Dominion but® 
throughout the entire world. With | 
over 17.000 miles of line the Ca- 
nadian Pacific ranks among the | 
greatest of the world’s railroads 
but this is only part of its activi- 
ties. In the specific commercial 
field its direct enterprises include 
the operation of airlines, ocean 
and lake steamships, hotels of in- 
ternational repute, commercial | 
telegraph and express services, 
and dealings in its extensive land 
holdings. 

The ownership of land and com- 
mercial properties especially in 
the Western provinces provide an | 
asset of incalculable importance | 
which augments in direct ratio to| 
the rate of development in this_ 
area of tremendous virgin re-| 
seurces. In addition to a proprie- 
tary interest in farms, lumber | 
mills, and coal mines, the Cana- 
dian Pacific has recently leased | 
important tracts of land in the 
Turner Valley area for oil explor-_ 
ation purposes. 

The Canadian Pacific has 
achieved more than the mere ex-| 
ploitation of its great economic) 
empire. Through its Department 
of Industrial Development it has | 


of Immigration and Colonization | 
its Department of Natural | 
Resources this unique organiza- | 


and 


tion has rendered inestimable 
service to the Dominion in at- 


tracting and assisting a large body | 


of immigrants . 


A survey of the company’s ac- | 
tivities is not complete without | 
| mention of the C. P. R.’s 51% in- 


terest in the Consolidated Mining 


& Smelting Company which op- | 
among other widespread | 
the Sullivan | 


erates, 
mining properties, 
mine in British Columbia, the 
largest producer in the world of 
zinc and lead. With the recent 
sharp boost in base metal prices 
this interest becomes of even 
greater importance. Consolidated 


Mining & Smelting has also an! 


extensive stake in newly discov- 


ered gold mines in Canada which | 
are likely to loom larger on Can- | 
ada’s mining horizon if the Do-| 
minion Government takes the ex- | 
| pected but greatly overdue steps) 
'to assist the Canadian gold-min- | 


ing industry. 


During the week there was a} 
sustained demand for external | 


Foreign Exchange Control Board 
at Ottawa restricts sale of securi- 
ties payable in U. S. dollars to 
maturities of less than three 
years and requires funds be re- 
sold to Canadian banks. 


According to a despatch of Jan. | 
24 of the Canadian Press the For- | 
/eign Exchange Control Board has | 
/announced a tightening of restric- | 
tions on the sale of Canadian se- | 
curities on United States markets | 
by residents of Canada. 


The changes relate to Canadian | 
securities payable, or optionally | 
payable, in United States dollars | 
which mature or have a call day | 
within three years. 

The sale of such securities will | 
| be permitted only if the United | 
States funds obtained from the) 
sale are resold to a bank in Can-| 
ada, or are re-invested in another | 
Canadian foreign’ security of 
equally short maturity. 


Up to the present it was per-| 


Pierce, Fenner & Beane, 


first television show sponsored 


in United States securities. | brokerage firm. 


a television program. 


|Board stated the change was 


Winthorp H. Smith (left), Managing Partner of Merrill Lynch, 
‘ L Signs contract with Frank Stanton 
(right), President of the Columbia Broadcasting System, for the 


by a financial house. 


mitted to re-invest the proceeds| of Merrill Lynch, Pierce, Fenner & Beane, the country’s largest 
| br : (WCBS-TV. Thursday, Jan 
The Canadian Foreign Exchange | Will be the first time a financial house has co 


30, 8:30 p.m.). This 
mmercially sponsored 


| Preceding the film showirg, Winthrop H. Smith, Managing Part- 


encouraged and assisted the mi- 
gration of foreign industry to 
Canada. 


of national development, has been | 


in the field of immigration. Al- 
though the lack of population has 
always constituted the greatest 
drawback of the Dominion, the 


Its finest performance, | 
perhaps in its self-imposed task | 


Federal Government has never | 
initiated a positive policy. The} 


C. P. R., however, has long rec-| the Canadian authorities with the | 


ognized the urgency of this prob-| 
lem and through its Department 


CANADIAN BONDS: 


ply. The new Alberta 342s, how- 
ever, traded in some volume at 
| 1% premium. Internal Dominion’s 
'long-term 3s were very strong 
and rose a full point to 99%4 be- 
|fore profit-taking caused a reac- 
tion. These bonds still appear at- 
| tractive for long-term investment 
and it will not be surprising to 
see early action on the part of 


purpose of removing the recent 


| causes of weakness in the free ex- | Keystone .Custodian Funds, Inc., 


change rate and the market for 


| internal Dominion bonds, which) Treasurer and 
has reflected detrimentally on the Director on 
| Canadian credit standing in this! Jan. 20:-Key- 


country. Free funds, however, 


| strengthened during the week and_/ ian 
the mounting flow of industrial | Inc., 


capital to the Dominion should 
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bonds which remained unsatisfied | 
in the absence of adequate sup- | 


made because there has devel-| 
oped a tendency to use the pro-/| 
ceeds from the sale of Canadian | 
| securities on outside markets for 
| the purchase of foreign securities. 


| Wilfred Godfrey, Treas. 


ner of the investment firm, will outline briefly the purpose of the 
Stock Exchange’s program of educating the general public about the 
securities business. 


“Money At Work” delineates the mechanics and behind-the- 
scenes operations of the New York Stock Exchange. The film, which 
was produced by the March of Time for the Exchange, also seeks 
to make clear to the investor the safeguards which the various ex- 
changes, as well as State and Federal governments, have erected 
to protect his interest. 


‘Of Keystone Custodian 


| BOSTON, MASS.—wWilfred 
| Godfrey, formerly Comptroller of 


| 50 Congress Street, was elected 


which.will. tend to disappear with 
the freer flow of materials. Con- 
struction .costs were largely in- 
creased because of material short- 
ages. In the past contractors have 
required an average of seven to 
nine months to complete a house, 
because of interruptions in the re- 
ceipt of materials. With materials 
flowing freely, contractors can 
build faster and more econom- 
ically. 

It has been a common experi- 
ence for an operative builder to 
‘get his foundations in 
'framing up, only to be obliged to 
stop work because he hadn't re- 
ceived his sheathing. When he 


stone Custod- 
F-unds, 
acts as 
, trustee for a 
| group of-mu- . 
tualinvest- 
ment funds, 
whose total 
assets are sub- 
stantially in 
excess of $150 
/ million. Prior 
| to his associa- 
| tion with this 
or ganization, 
Mr. Godfrey 
was with The United Fruit Co. | 
'and previously was or 
_with Peat, Marwick, Mitchell &|Wwas missing, then he had diffi- 
Co., Public Accountants. Mr. Ed-| culties with hardware, plumbing, 
| gar M. Brister, formerly Assistant | a oa thy “yee , 
. a fe ; _|bor standing by an eing paid, 
to He: Momptrousr, has been.sp /but producing nothing. The min- 





Wilfred Godfrey 


pointed Comptroller to succeed 


| Mr. Godfrey. Prior to his connec-| cut these non-productive costs. 
'tion with Keystone Custodian; While the availability of labor 
|Funds, Inc.. Mr. Brister was As-| Will still leave something to be 
: ‘ / ‘ 'desired, there is no question that 
sistant Treasurer to the U. S.| more Javor will be available in 
| Commercial Corporation, an af-}1947.. A year ago many men were 
_filiate of the Reconstruction Fi-| still in the process of getting out 


/nance Corp. ; . . . 
P time in the interim to train new 
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people in the construction indus- 
| try. A great deal of progress has 
heen made and is being made in 
|augmenting the construction labor 
pool. 

A few minutes ago I mentioned 
consumer confidence in lower 
cosis as a condition to attaining 
ithe projected construction total. 
There is every likelihood that the 
public will have more confidence 


CANADIAN '—and earlier — in modernization 
and repair costs, if for no other 
SECURITIES 


' reason than that its investment in 
this type of construction is con- 
ea 2% | siderably less than that in the 
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| building of new structures. 
While there appears to be no 








Outlook in Building Industry 


(Continued from page 596) 


and his! 


associated | got his sheathing his mill work | 
All the while he had his la- | 


'imizing of material shortages will | 


of uniform and it has required | 


Prints of “Money At Work” are being made available for show- 
ings at schools, churches, service clubs, etc., by the Exchange. 


|prospect for radical developments 
|in building materials in the near 
|\future, within the next year or 
| two improvements in familiar ma- 
|terials, many ot which were de- 
|veloped in war production, will 
|reach the consumer market. These 
'will include fabricated building 
boards as replacements for lum- 
‘ber. Among them are insulating 
boards, plywood, gypsum boards 
‘and asbestos cement sheets. 


More effective heating systems 
|are in short range prospect, as are 
better designed and more colorful 
|bathrooms and kitchens. There 
will be a wider use of glass in the 
providing of more light and air. 
The public is becoming increas- 
ingly conscious of fire hazards and 
there will be increasing demand 
for fireproof and fire resistant 
/materials for both interior and ex- 
| terior use. 

The trend is clear and the banks 
| have a good opportunity to move 
| with it; to perform a real civic 
| service in community improve- 
/ment and to profit through home 
[op rn financing. It’s like 
‘that final one which the bartender 
/pushes across the mahogany-—It’s 


/On the House. 


‘Lawrence R. Leeby Will 


Engage in Inv. Bsiness 

| MIAMI BEACH, FLA. — Law- 
| ence R. Leeby will shortly engage 
'in the securities business under 
'the firm name of Lawrence R. 
|Leeby & Co. Mr. Leeby in the 
past was in the investment busi- 
ness in Washington, D. C. 


J. V. Everett Opens 
WILLIAMSTOWN, W. VA.—4J. 
|'V. Everett is engaging in the se- 
|! curities business from offices at 
707 Columbia Avenue. 
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The International Bank 


(Continued from page 599) 
approval of the Government of 
the United States is required. 


. To give policy guidance to the 
representatives of the United 
’ States in the Bank and Fund. 


. To coordinate the participation 
of the United States in these 
international financial institu- 
tions with the foreign financial 
operations of the United States 
‘agencies such as the Export- 
Import Bank, the Treasury; ete. 


. To render periodic reports and 
recommendations to the Con- 
gress regarding the operations 
of the Bank and Fund. 


‘The Congress also provided cer- 
tain status, rights, and immunities 
to the Bank — for example, the 
Bank may sue and ve sued 1” 
district courts of the United 
States. ; 

Other countries followed suit 
and by Dec. 27, 1945 sufficient 
countries had accepted the Arti- 
eles of Agreement to put them 
into effect. The Bank now has 40 
members. Four nations, Turkey, 
Syria, Lebanon, and Italy, were 
recently made eligible for mem- 
bership and may be expected to 
complete the formalities in the 
next month or so. 

The Bank is governed by two 
bodies, a Board of Governors in 
which is vested all powers, and 
the Executive Directors who are 
résponsible for the conduct of the 
general operations of the Bank. 
Each member government ap- 
points a Governor and Alternate 
Governor and most countries 
have followed the practice of the 
United States of appointing the 
same persons to both the Bank 
and Fund. The United States Gov- 
ernor is the Secretary of the 
Treasury, Mr. John Snyder, and 
his alternate is the Under Seere- 
tary of State for Economic Affairs, 
Mr. W. L. Clayton. Other coun- 
tries have generally appointed 
their Ministers of Finance or the 
heads of their central banks. 

The Board of Governors met 
initiatly in Savannah last March, 
provided organizational and ad- 
ministrative procedures and regu- 
lations, delegated full operating 
authority to the Executive Direc- 
tors, and elected the seven elective 
Executive Directors. The Gov- 
ernors held their first regular 
annual meeting at Washington in 
September. 


There are 12 Executive Direc- 
tors, one representing each of the 
five largest subscribing nations 
and seven elected by the Gov- 
ernors for the other member na- 
tions. Among the Executive Di- 
rectors are many who have served 
in high posts in public and private 
financial institutions. The Execu- 
tive Directors act as board under 
the chairmanship of a President 
whom they have elected and who 
lhas no vote except in case of tie. 
They have been meeting regularly 
twice a week since May 7 at the 
offices of the Bank in Washington. 
Voting in both the Board of Gov- 
ernors and the Executive Direc- 
tors is based on the subscriptions 
of individual countries. 


The President is the chief of the 
operating staff of the Bank and, 
under the direction of the Execu- 
tive Directors, conducts the ordi- 
nary business of the Bank. Subject 
to the general control of the 
Executive Directors, he is respon- 
sible for the organization, ap- 
pointment and dismissal of the 
officers and staff of the Bank. 

‘The Bank has organized; it has 
called up capital; it has received 
and is considering certain loan 
applications; it is considering the 
marketing of its own obligations. 
At-is, in short, a going concern. 


Loan Qperations 


‘The principal purposes of the 
Bank are: 


1. To assist in the reeonstruction 


and development of territories | 


~ef members by facilitating the 
investment of capital for pro- 





| 


ductive purposes, including the 
restoration of economies de- 
stroyed or disrupted by war, 
the reconversion of productive 
facilities to peacetime needs 
and the encouragement of the 
development of productive fa- 
cilities and resources in less 
developed countries. 

. To promote private foreign in- 
vestment by means of guar- 
antees or participations in.loans 
and other investments made by 
private investors; and. when 
private capital is not available 
on reasonable terms, to supple- 
ment- private investment by 
providing, on suitable condi- 
tions, finance for productive 
purposes out of its own capital, 
funds raised by it and its other 
resources. 


. To promote the long-range 
balanced ‘growth of interna- 
tional trade and the mainten- 
ance of equilibrium in balances 
of payments by encouraging 
international investment for the 
development of the productive 
resources of members, thereby 
assisting in raising productiv- 
ity, the standard of living and 
conditions of labor in their 
territories. 


. To arrange the loans made or 
guaranteed by it in relation to 
international loans through 
other channels so that the more 
useful and urgent projects, 
large and small alike, will be 
dealt with first. 


. To conduct its operations with 
due regard to the effect of in- 
ternational investment on bus- 
iness conditions in the terri- 
tories of members and, in the 
immediate postwar years, to 
assist in bringing about a 
smooth transition from a war- 
time to a peacetime economy. 


Loan Conditions 


For these purposes the Bank 
may make or participate in direct 
loans or guarantee in whole, or in 
part, loans made by private in- 
vestors through the usual invest- 
ment channels for the exclusive 
benefit of its own members. Such 
loans shall be subject to the fol- 
lowing conditions: 


1. When the member in whose ter- 
ritories the project is loeated 
is not itself a borrower, the 
member or the central bank or 
some comparable agency of the 
member which is acceptable to 
the Bank, fully guarantees the 
repayment of the principal and 
the payment of interest and 
other charges on the loan. 

. The Bank is satisfied that in 
the prevailing market conditions 
the borrower would be unable 
otherwise. to obtain the loan 
under conditions which in the 
opinion of the Bank are reason- 
able for the borrower. 


. A competent committee, in- 
cluding members of the staff of 
the bank and a representative 
of the applicant, has submitted 
a written report recommending 
the project after a careful tech- 
nical, engineering, and eco- 
nomic study of the merits of the 
proposal. 


. In the opinion of the Bank the 
rate of interest and other 
charges are reasonable and 
such rate, charges and _ the 
schedule for repayment of prin- 
cipal are appropriate to the 
project. 

. In making or guaranteeing a 
loan, the Bank shall pay due 
regard to the prospects that the 
borrower, and, if the borrower 
is not a member, that the guar- 
antor, will be in position to 
meet its obligations under the 
loan; and the Bank shall act 
prudently in the interests both 
of the particular member in 
whose territories the project is 
located and of the members as 
a whole. 





. In guaranteeing a loan made by 
other investors, the Bank re- 





ceives suitable 
for its risk. 


. Loans made or guaranteed by 
the Bank shall, except in spe- 
cial. circumstances, be for the 
purpose of specific projects of 
reconstruction or development. 
Moreover, the Bank in the ad- 

ministration of a loan shall make 

arrangements: 


1: To ensure that the proceeds of 
the loan are used efficiently 
and only for the purposes for 
which it was granted. 


. To ensure that the project for 
whieh the loan was granted 
will accomplish the purposes of 
the loan. 


. To insure that the service of 
the loan can and will be 
maintained. 


These provisions will result in 
carefully considered loans of a 
productive character designed to 
increase levels of economic. ac- 
tivity in the member nations, and 
to facilitate repayment by the 
borrowers. 


The Bank has already an- 
nounced the receipt of loan ap- 
plications or letters of intent from 
Chile, Denmark, France, Poland, 
the Netherlands, Czechoslovakia, 
Luxembourg, and Iran. These re- 
quests cover both reconstruction 
programs and_ developmental 
projects. They cover only the fi- 
nancing of acquisitions abroad of 
materials and equipment and not 
local currency financing of labor 
and other local costs. They cover 
a range of maturities of from 10 
or 12 to 25 years. All loans of the 
Bank will be subject to regular 
amortization. 


Loan committees are actively 
considering the applications of 
France, Denmark, and Chile, 
which have been supported by ex- 
tensive documentation, and loan 
decisions may bé expected in the 
coming weeks. 

A number of these applications 
had previously been brought to 
the attention of the Export-Im- 
port Bank. In a report to the Con- 
gress of last March the NAC in- 
dicated that the International 
Bank would be the principal 
agency to make foreign loans for 
reconstruction and development 
which private capital cannot fur- 
nish on reasonable terms. Pending 
the effective operation of the In- 
ternational Bank, the Export-Im- 
port Bank has extended such 
credits limited necessarily to the 
immediate minimum needs of the 
borrowers. With the coming into 
effective operation of the Inter- 
national Bank it is the policy of 
the United States in general to 
withdraw the Export-Import Bank 
from the business of making 
emergency long-term loans for re- 
construction and development 
programs and projects. The Ex- 
port-Import Bank has been so in- 
forming applicants for this type 
of financial assistance. 

In the making and implement- 
ing of loans the Bank is pro- 
hibited by its Articles of Agree- 
ment from interfering in the po- 
litical affairs of any member, nor 
shall it bé influenced by the po- 
litical character of the member or 
members concerned. Only eco- 
nomic considerations shall be 
relevant to its decisions, and these 
considerations shall ‘be weighed 
impartially in order to achieve 
the purposes of the Bank which 
have been mentioned earlier. 


Among the principal purposes 
of the Bank is the promotion of 
the long-range balanced growth 
of international trade and the 
maintenance of equilibruim in 
balances of payments, conditions 
which are important if the bor- 
rower is to be in a position. to 
meet its obligations to the Bank. 
The Executive Directors of the 
Bank must, therefore, in passing 
on an individual loan application, 
give careful attention not only to 
the details of the particular proj- 
ect but must consider their re- 
lation to the broad tzade, finan- 


compensation 


cial, and investment policies of 
the borrower as the latter might 
affect the useful carrying out of 
the project and the prospects. of 
repayment of the loan. It is in- 
tended that the loans of the Bank 
shall be sound and shall be repaid. 
The Bank must avoid any politi- 
cal activity. But where policies of 
a borrower have important eco- 
nomic consequences bearing on 
the satisfactory attainment of the 
purposes of the Bank and the re- 
payment of its loans; such policies 
and such economic consequences 
thereof must be given careful 
consideration in passing on the 
application. 


Financial Structure 


The authorized capital of the 
Bank is $10 billion. The subscrip- 
tions of the present 40 members 
amount to $7.8 billion. With the 
addition of the four additional 
countries mentioned earlier, the 
capital subscribed would rise to 
about $8 billion. 


The Bank is authorized to call 
up 20% of its subscribed capital 
to serve as working funds. The 
other 80% may be called only as 
needed to enable the Bank to 
meet interest and amortization re- 
quirements of its own obligations 
to private investors. 


The first 2% has already been 
paid in gold or dollars and an 
additional 8% in the local cur- 
rency of each member. A further 
5% has been called for payment 
by Feb. 25, 1947, and the Bank 
has announced ‘its intention to 
call up another 5% by May 1947. 
In this manner the Bank has al- 
ready received some $150 million 
representing the 2% _ portion 
which it has invested in short- 
term obligations of the U. S. 
Treasury. By May of next year it 
will have available about $720,- 
000,000 of U. S. dollar funds, some 
$80,000,000 of Canadian and other 
funds immediately usable in loan 
operations, and the equivalent of 
almost $800,000,000 more in cur- 
rencies not readily available for 
current loans although usable for 
such administrative expenditures 
as the Bank may incur in such 
currencies. 


The Bank will thus have per- 
haps $800,000,000 of its own funds 
available for loans. For operations 
in larger amounts, and in order 
to replenish its working balances, 
it must have recourse to the pri- 
vate capital markets. It is antici- 
pated that eventually the Bank 
will market its securities in a 
number of foreign markets—espe- 
cially European — which have 
traditionally financed  interna- 
tional investment. Exchange and 
balance of payments situations 
make it unlikely that any signifi- 
cant volume of securities may be 
placed in such markets in the 
transition period of reconstruc- 
tion, and therefore the Bank must 
look at the outset to investment 
outlets in the United States and 
perhaps Canada. 


The authorities of the United 
States have interested themselves 
‘in efforts ‘to broaden potential 
U. S. markets for the obligations 
of the International Bank. Legis- 
lation legalizing such obligations 
has been suggested in the Federal- 
State legislative program of the 
Council of State Governments and 
the Department of Justice. The 
NAC has recommended action to 
legalize the obligations of the 
Bank for investment by insurance 
companies in the District of 
Columbia. Action in this field 
forms a part of the legislative pro- 
grams of a number of national 
and state associations of financial 
institutions. Finally, meetings 
have been held with the principal 
investing institutions and state 
authorities in many parts of the 
country. It is, of course, too early 
to predict the final-outcome but 
present indications suggest that 
action may be expected during 
the course of the ‘present legisla- 
tive sessions for many of the prin- 
cipal classes of investors in the 
states in which large investment 





| funds exist. 


The present status of eligibility 
may be briefly summarized. 
Commercial banks in the United 
States, with capital and surplus 
of well over $7 billion, may gen— 
erally invest up to 10% of their 
capital and surplus in securities 
of investment quality of a single 
issuer. No legal barriers exist in 
the case of national banks pro- 
vided that certain requirements 
of the bank supervisory author—. 
ities are met. But in 12 states 
representing some 6% of the total 
capital and surplus of all banks, 
no investment by state banks is 
now permitted. 

Mutual savings banks, with 
total assets of about $17 billion, . 
exist in 17 states. In four of these, 
having 62% of the total assets in— 
vestment in the obligations of 
the International Bank is now 
permitted. The principal one is, of 
course, New York, where eligibil- 
ity legislation was enacted at the 
last session of the legislature. 
Insurance companies in many of 
the states having an important 
volume of insurance assets, are 
now barred from investing in the 
obligations of the Bank. In cer= 
tain others it may be possible by 
administrative or interpretative 
action to place the obligations of 
the Bank in legal investment cate— 
gories. 

‘Lotal assets of life insurance 
companies run to some $48 billion, 
Trusts are in most jurisdictions 
permitted to acquire the obliga=— 
tions of the International Bank 
unless specific restrictions are in- 
corporated in the instruments es= 
tablishing the individual trusts. 

_ The Bank has determined at all 
times to maintain a high degree 
of liquidity against its commit- 
ments to its borrowers and to in= 
vestors in its obligations. This 
policy will require the holding of 
cash and other liquid assets, de- 
rived from paid-in capital, bor- 
rowings, and earnings, sufficient 
to cover undisbursed loan com- 
mitments and to provide resources 
to meet interest and amortization 
requirements on its obligations. 


Obligations of the Bank 


Although the Bank may guar- 
antee the direct obligations of its 
members, it is not believed that 
at the outset at least, this will be 
the principal method of financing 
reconstruction and development. 
It may be expected that the prin- 
cipal business of the Bank will be 
the direct lending of its own funds 
and funds raised by the sale of its 
own obligations. 

Such securities will be general 
obligations of the Bank, secured 
by the general assets of the Bank 
rather than by the pledge of spe- 
cific assets. 

The Bank, though not strictly 
speaking a corporation since it is 
not incorporated under the corpo- 
ration laws of any U. S. jurisdie- 
tion, is a- legal entity with most 
of the usual attributes of a cor- 
poration bestowed by interna- 
tional agreement implemented by 
the domestic legislation of the 
members. 

The Bank may make loans or 
guarantees only to the extent of 
100% of its unimpaired subscribed 
capital, reserves, and surplus—at 
the present time $7.8 billion. This 
automatically fixes the amount of 
its own obligations which the 
Bank may usefully issue. This 
also ensures that the Bank at all 
times will have at least twice as 
many assets as obligations to pri- 
vate investors—its loan portfolio 
plus its cash, segregated reserves, 
and unpaid capital subscriptions. 

The Bank will apply for regis- 
tration of the Bank’s bonds with 
the SEC, and it will apply for list- 
ing of the bonds on the major ex- 
changes. A first draft or pros- 
pectus and registration statement 
is now being discussed with the 
SEC. 

The bonds may be issued in the 
United States only with the. ap- 
proval- of the NAC. They will 
probably be issued in more than 
one maturity ranging from per- 





| haps 10 years to 20 or 25 years, 
(Continued en page 615) 
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By JOHN DEAN 
1946 Results 


Additional reports received covering full year 1946 operations 
continue to indicate a superior showing by investing’ companies as 
compared with the general market. 

Eleven open-end funds tabulated below generally did better 
than the general market, as measured by the Standard-Poor’s 90- 


Stock Average, which showed a decline of 12% for 1946. 
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By com- 


——® parison, asset values of the 11 in- 


vesting companies showed declines 
averaging 542%, with seven of the 
11 companies showing declines of 
less than that group average. 

Particularly outstanding among 
the funds showing lower than av- 
erage declines were Fidelity Fund 
and Broad Street Investing. Both 
of these funds are known as open- 
end stock funds, yet their asset 
values declined net of only 0.8% 
for Fidelity Fund and 1.4% for 
Broad Street Investing. This 
would compare very favorably 
with the open-end balanced funds, 
which are generally credited with 
comparatively high stability of 
asset values because of propor- 
tionate investing in defensive and 
aggressive securities. 

Other funds showing much bet- 
ter than average fluctuation in as- 
set values were Dividend Shares, 
State Street Investing and Se- 
lected American Shares, with net 
declines in asset values ranging 


‘| from 2.3% to 3.7%. 


There is no mystery involved 
in the consistently better showing 
by investing companies as com- 
pared with the general market. 
Beginning in September, security 
markets in 1946 had a wide range, 
and therefore managements had 
full play for initiative in adjust- 
ing portfolios or building up cash 
position or defensive securities. 

Taking refuge in cash was, of 
course, justified at certain stages 
of the market last year, but it was 
by no means the principal reason 
for the excellent 1946 showing. 
Some companies listed do report 
a fairly large cash position at the 
year-end, the notable funds in this 
respect being Fundamental In- 
vestors, with 23% of assets in cash 
Dec. 31, 1946; and Massachusetts 
Investors Second and Selected 
American Shares, with 18% of 
assets in cash. But on the other 
hand, the companies tabulated 
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which show the best relative con- 
servation of asset values—Fidelity 
Fund and Broad Street Investing 
—had only 6% and 2%, respec- 
tively, of their assets in cash at 
the year-end. Consequently, the 
evidence indicates that manage- 
rial ability to select better than 
average security groups and situa- 
tions had a great deal to do with 
the favorable experience. 





In figuring net asset value de- 
cline for 1946 in the following 
table, asset values as of Dec. 31, 
1946 have been adjusted for total 
dividends paid during 1946. Div- 
idends, both ordinary dividend in- 
come and capital gains distribu- 
tions, were generally substantial, 
thus affording high returns on 
asset values at the beginning of 
the year. 


1946 Experience—11 Open-End Funds 


Asset Value 
Dec. 31, 


1946 
$4.08 
18.25 

1.54 


American Business Shs._- 
Broad Street Invest 
Dividend Shares 

Fidelity Fund 
Fundamental Invest. _--- 
Incorporated Invest. ---- 
Mass. Invest. Trust 
Mass. Invest. Second 
National Invest. ___._---- 
Selected American Shares 
State Street Invest 


11.76 


* Adjusted for 2:1 split-up. 
News and Views 


Affiliated Fund—Net asset val- 
ue was $4.65 per share Jan. 8, 
1947, compared with $4.34 per 
share Oct. 31, 1946. Assets Jan. 8, 
1947 were 96% invested, with 4% 
being in cash and government se- 
curities, 


Broad Street Investing—Liqui- 
dating value was $18.25 per share 
Dec. 31, 1946, compared with 
$14.27 per share Jan. 1, 1930, after 
payment of capital distributions 
of $2.90 per share and income dis- 
tributions of $8.76 per share for 
the period. 


Dividend Shares—Nation Wide 
Securities—Latest issue of “Per- 
spective” reviews 1946 and con- 
cludes forecast for 1947 with fol- 
lowing observation: “Although se- 
lectivity is always important, it 
promises to be particularly so in 
1947. While we cannot rule out 
the possibility of a second leg of 
the bear market as a reflection of 
the economic readjustments lying 
ahead, we doubt whether this will 
be severe in degree or prolonged 
in time; and we believe that care- 
fully selected common stocks at 
current levels on the basis of their 
favorable yields in relation to the 
prevailing yields of high grade 
bonds should, provide satisfactory 
investment experience.” 


Group Securities—Bulletin on 


Union Bond 


Fund A 
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Asset 
Value 
Dec. 31, Dividends Dec. 

1945 Reg. Spec. Total 1946 
$4.93 $0.149 $0.25 $0.399—9.1% 

20.64* 0.73° 1.38 2.11 —1.4 

1.72 0.14 —2.3 

26.95 2.00 —0.8 

16.77* 1.13 —8.7 

30.44 2.10—14.9 

29.34 1.80 —5.2 

15.67 2.90 —7.5 

11.90 0.71 —4.3 

13.88 1.60 —3.7 

53.90 8.00 —2.6 


1946 


1.00 
0.33* 


1.00 
0.80 


1.10 
0.50 
0.30 
0.35 


0.70 
2.40 
0.41 
1,25 


Building Shares points out that 
building material shares have ad- 
vanced more from the October 
lows than the general market. 


Investor Stock Fund—Net assets 
were $8,316,013 Dec. 31, 1946, com- 
pared with $3,693,809 Dec. 31, 
1945. Number of shareholders 
has increased to 4,964 Dec. 31, 
aa compared with 2,250 Dec. 31, 


Keystone— The 10 Keystone 
Funds had net assets of $159 mil- 
lions Dec. 31, 1946, compared with 
$160,776,000 Dec. 31, 1945, after 
paying out $10,362,000 in special 
distributions and $6,751,000 in reg- 
ular dividends. 


Manhattan Bond Fund—Number 
of shareholders now totals over 
13,000, with average holding of 
220 shares. Sales of the Fund are 
reported to have been remarkably 
well sustained during recent 
months. 


National Investors — From 
March 31, 1937, when this com- 
pany became a mutual fund, to 
Dec. 31, 1946, a $1,000 investment 
in the shares has appreciated in 
value to $1,472, including $108 in 
capital distributions. Investing 
policy favors growth stocks. 


National Securities & Research 
—Not available to dealers is a 
complete suggested mail campaign 
offering three different programs 
of National Series, each providing 
monthly income. New folders also 
available on Selected Groups 
Series, featuring favored industry 
shares, and Industrial Stocks 
Series, featuring growth stocks. 


Selected American Shares—Bul- 
letin compares the Fund’s 6.3% 
net decline in asset value for 1946 
(adjusted for capital gains divi- 
dends only), with average decline 
of 18.1% for the 25 most actively 
traded stocks on the N. Y. Stock 
Exchange, and average decline of 
45% for 50 other well known 
stocks for 1946. 


Wellington Fund — Assets Jan. 
14, 1947 were 28.63% in cash and 
government securities; 19.56% in 
investment grade bonds and pre- 
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ferred stocks; and 51.81% in equi- 
ties. This compares with Dec. 31, 
1946 ratios of 24.29% in cash and 
governments; 19.64% in invest- 
ment grade bonds and preferreds; 
and 56.07% in equities. 


Dividends 


Investors Stock Fund—Dividend 
of 12c per share has been declared, 
payable Feb. 20, 1947 to holders 
of record Jan, 31, 1947. 


New York Stocks — Bulletin 
now available summarizes the tax 
status of 1946 dividends on all 
series. 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.] 


Move to Exempt News 
From Trust Laws 


Representative Noah M. Mason 
(R.-Ill.) has reintroduced a meas- 
ure, which he first proposed in 
the last Congress, designed to ex=- 
empt news gathering agencies 
from the anti-trust laws, which 
he says is necessary to “clarify 
and nullify” a Supreme Court rul- 
ing that The Associated Press vio- 
lated the Sherman anti-trust act 
through by-laws which limited its 
membership, Washington Associ- 
ated Press advices stated on Jan, 8, 
The Chairman of the House Ju- 
diciary Committee, Representative 
Earl C. Michener (R.-Mich.), 
stated that the legislation would 
receive early consideration by his 
committee. The same advices 
added: 

Hearings were held on the 
Mason bill last year. It was ap- 
proved by a judiciary subcom- 
mittee, but it failed to clear the 
full committee before adjourn- 
ment. 

The chief section of the bill 
provides that the anti-trust laws 
shall not be construed to bar any 
“press service company” from us=- 
ing its own discretion in picking 
its customers. 


NLRB Rules in 


Foremen Case 

The National Labor Relations 
Board on Jan. 10 issued a unani- 
mous decision on the foremen’s 
issue, ruling that the Foreman’s 
Association of America, an inde- 
pendent union, was a proper bar- 
gaining group in a Detroit plant 
belonging to the Chicago Pneu- 
matic Tool Co., Inc., of New York 
City, the Associated Press stated 
in a dispatch from Washington. 
From these press advices we 
quote: 

“James J. Reynolds, Jr., wrote 
a separate concurring opinion in 
joining in the decision with Chair- 
man Paul M. Herzog and John M. 
Houston. 


“In his separate opinion, Mr. 
Reynolds said that while he sup- 
ports recognition of independent 
unions to bargain for foremen he 
is against one union representing 
both foremen and ordinary 
workers. 

“Mr. Reynolds, newest member 
of the three-man board, has dis- 
sented in a recent foremen’s case 
for that reason—the union in- 
volved represented both super- 
visory and rank and file workers. 

“The Chicago Tool case came to 
NLRB on the independent union’s 
petition for an election to deter- 
mine if the company’s Detroit 
plant supervisory workers wanted 
it to represent them in collective 
bargaining. i 

“By its unanimous decision the 
NLRB granted the petition and or- 
dered the election held within a 
month. The Board said the case 
decided before it put into effect a 
temporary suspension of consid- 
ering foremen’s cases while the 


| Packard case is before the Su- 


preme Court.” 
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The International Bank 


(Continued from page 613) 
and at least the longer maturities 
will be subject to amortization. 

The bonds of the Bank will not 
be United States bonds, nor will 
they be guaranteed by the United 
States. They will be very well se- 
cured by the substantial assets of 
the Bank, by the conservative 
provisions of the Articles of 
Agreement, and by the compe- 
tence of the management. 

In setting up the International 
Bank to operate in the manner 
outlined above, it was recognized 
as essential that the securities that 
it would issue should be of high 
quality and fully suitable for in- 
vestment by institutions and 
trustees in the United States. The 
Articles of Agreement were there- 
fore drawn in such a manner that 
the resources'of the Bank—con- 


ASSETS 
(Millions ef Dollars) 


Cash and Investments on Hand 
Cash and Investments 
Set Aside for Special Reserve 





sisting of its outstanding loans 
plus the securities in its reserve 
funds, plus the amounts due from 
member governments on their 
capital subscriptions — would be 
quite certain, at all times, to be 
more than sufficient to cover the 
Bank’s obligations. One outstand- 
ing resource of the Bank will be 
the capital subscription of the 
United States Government, 
amounting to $3,175,000,000. The 
Bank’s other resources will also 
contribute very important backing 
for its obligations, as the follow- 
ing discussion will show. 

Perhaps the best way to analyze 
the security behind the Bank’s 
obligations is to set forth, in an 
over-simplifed manner, a_ pro 
forma statement to the Bank’s 
prospective position some years 
hence: 


ies BM. 


“as 


Holdings in Currencies other than U. S. Dollars 

Loans Disbursed (including any guaranteed loans) 

Loans Undisbursed 

Uncalled Subscriptions 
U.S 


Capital Subscribed 
Surplus 
Special Reserve 


6,800 





$17,400 


Debentures Outstanding and Obligations on any Guaranteed 


Loans 


Undisbursed Loan Commitments 


This pro forma statement rests 
on the following assumptions: 


1. Some new members have been 
admitted, increasing the capital 
subscribed by $500,000,000. 

. Sufficient time has elapsed for 
the Bank to reach a mature 
loan position with loan con- 
tracts continuously amounting 
to 90% of the loan limit and a 
very small lag of $500,000,000 
in loan disbursements. It is un- 
likely that such high figures 
for loans committed and dis- 
bursed will ever be maintained. 


. Special Reserve has been com- 

puted at legal minimum of 1% 
per annum. Surplus has been 
estimated conservatively. These 
totals would be reached 
whether the rate of loan com- 
mitment and disbursement is 
relatively fast, say over an 
eight period, or much slower, 
say over 15 or more years. 
No defaults are incurred on 
loans — a reasonable assump- 
tion during a period in which 
funds are being disbursed. 

. A small amount of Canadian 

and other currencies arising 
from the paid-in capital has 
been employed in making 
loans. 
No securities have been issued 
except in the United States. To 
the extent that foreign currency 
obligations are issued the se- 
curity behind the dollar ob- 
ligations of the Bank is in- 
creased. 


After the Bank has reached this 
stage, it may encounter periods of 
strain involving possible defaults 
by borrowers. It is, therefore, im- 
portant to look closely at the 
various forms this strain will take 
and analyze the ultimate effects 
upon the Bank’s securities. 


In the first place, defaults to the 
International Bank are unlikely to 
be complete. Amortization may be 
postponed or interest may be paid 
only in the local currency of the 
borrower. Arrangements of this 
nature for three-year periods are 
contemplated in the Bank’s Arti- 
cles of Agreement. If the defaults 





7,300 
500 


$17,400 


are of an isolated nature, not oc- 
casioned by overall world condi- 
tions, the Bank might work the 
matter out over a period of time 
with the borrowing nation, and if 
the settlement should be at less 
than 100 cents on the dollar, the 
loss to the Bank would be of such 
a minor nature that it could be 
handled by charging the special 
reserve and retiring an appro- 
priate amount of the Bank’s own 
outstanding obligations. Suppose, 
however, that there is a persistent 
world condition occasioning a 
substantial number of defaults. 
Even under these conditions, one 
cannot assume that all borrowers 
would default, or that all defaults 
would be complete. Certainly, it 
would be only after repeated 
years of depressed world condi- 
tions that the Bank’s income from 
interest and amortization and 
commissions would be drastically 
reduced. During this period, dol- 
lars on hand and the investments 
in the special reserve fund would 
provide the Bank with a consider- 
able amount of liquid assets with 
which to meet payments on its 
debentures and guaranteed se- 
curities. In the pro forma state- 
ment above, the total of these two 
assets amounts to more than 10% 
of the total obligations of the 
Bank to investors. For example, 
service amounting to 6% annually 
(interest and amortization 
charges) on $5 billion of the 
Bank’s obligations could be main- 
tained, - without calling on the 
Bank’s unpaid capital, for a period 
of three years. 

Let it be assumed now that the 
depressed world conditions refer- 
red to earlier have continued and 
that the Bank’s gold and dollar 
liquid assets on hand have been 
largely exended. At this point, the 
Bank would turn to its capital 
subscribed but not paid in. The 


debt record of the member coun- 
tries provides an interesting crite- 
rion by which to measure the 
soundness of the Bank’s capital. 
The United States and Canada, 
which have subscribed 45.6% of 
the capital, enjoy the highest 





credit in the world. The sterling 
group (United Kingdom, India, 
Union of South Africa, and 
Egypt) has never defaulted on any 
of its publicly-held obligations, 
external or internal. This group 
has subscribed to 24.0% of the 
capital. Western European coun- 
tries, with 13.2% of the subscribed 
capital, have the same record on 
their obligations. The remaining 
17.2% is subscribed by the re- 
maining countries, and among 
these are quite a few whose debt 
history is very good. On the basis 
of past performance, the Bank’s 
capital resources appear to be of 
high quality. 

The uncalled 80% of the 3,175,- 
000,000 capital subscription of the 
United States is available without 
further legislative action to meet 
such calls as may be issued by the 
Bank in accordance with its Arti- 
cles of Agreement. Subsection (b) 
of Section 7 of Public Law 171 of 
the 79th Congress (Bretton Woods 
Agreements Act) reads as follows: 

“The Secretary of the Treas- 
ury is authorized to pay the 
balance of $950,000,000 of the 
subscription of the United 

States to the Fund not provided 

for in subsection (a) and to pay 

the subscription of the United 

States to the Bank from time to 

time when payments are re- 

quired to be made to the Bank. 

For the purpose of making these 

payments, the Secretary of the 

Treasury is authorized to use 

as a public-debt transaction not 

to exceed $4,125,000,000 of the 
proceeds of any securities here- 
after issued under the Second 

Liberty Bond Act, as amended, 

and the purposes for which se- 

curities may be issued under 
that Act are extended to include 
such purpose. Payment under 
this subsection of the subscrip- 
tion of the United States to the 

Fund or the Bank and repay- 

ments thereof shall be treated 

as public-debt transactions of 
the United States.” 

Furthermore, the obligation of 
each member on its subscription 
to the capital of the Bank is 
independent of the obligations of 
other members, and in case some 
members fail to respond to a call 
on their subscriptions, the Bank 
may continue to make pro rata 
calls, up to the full amount of its 
capital subscribed and _ unpaid, 
until the amount received by the 


Bank is sufficient to meet its ob- 


ligations for funds borrowed by 
it or on guarantees made by it. 
It is reasonable to assume that 
a call of capital to meet current 
debenture needs would hardly ex- 
ceed 5% per annum, given an ap- 
propriate staggering of maturities 
and long-term obligations, and 
this fact greatly increases the 
prospect that member countries 
will be able to meet these calls. 
For example, the United King- 
dom might be unable to pay 1.3 
billion in dollars (her capital sub- 
scription) if called in any one 
year, but it is most unlikely that 
she would be unable to deliver 
$65,000,000 or 5% of her capital 
subscription in any one year. The 
unlikelihood of such can be fur- 
ther high-lighted by reference 
to the probable size of the British 
payments to foreigners in the 


postwar period, which it is esti- 
mated will run around $8 billion 


annually. Similarly 5% of Bel- 
gium’s subscription amounts to 
$11,250,000, while Belgium’s 
assets in the United States 
amount to some _  $694,000,000. 
Honduras might well fail to pro- 
duce 1,000,000 U. S. dollars, if 
called in any one year, but it is 


highly improbable that it could 
not muster a payment of $50,000. 
It should be observed also that a 
large majority of the Bank’s capi- 
tal is subscribed by countries that 
are not likely to be borrowers or 
by countries that are very un- 
likely to be in default on their 
debts. 


No Risk of Currency 
Depreciation 

The Bank will not incur any 
risks of currency depreciation. Its 
loans out of the proceeds of the 
sale of debentures must be de- 
nominated in the same currencies 
as the debentures. Also its local 
currency capital must be main- 
tained by the members at the 
equivalent in U. S. dollars of 
1944. 

It has been the purpose in the 
foregoing paragraphs to conceive 
of the worst situations, both in 
terms of global amounts and in 
terms of time. The factor of time 
materially strengthens the posi- 
tion of the Bank and of the in- 
vestors in the Bank’s securities, 
and no analysis which does not 
take this factor into account can 
be considered realistic. 

However, a_ balance - sheet 
analysis omitting the time factor 
can be made. Summing up the 
assets shown in the pro forma bal- 
ance sheet previously set forth, 
it is seen that the total of the 
special reserve fund investments 
and U. S. dollars on hand, plus 
80% of the U. S. capital subscrip- 
tion, amounts to $3.9 _ billion, 
definitely and certainly available 
in U. S. dollars without recourse 
to any other government. Omit- 
ting the problem of interest, this 
sum will take care of more than 
50% of the Bank’s total obliga- 
tions to investors, leaving $3.4 bil- 
lion of obligations to be met in 
other ways. Against these obliga- 
tions, the Bank would have its 
loan portfolio of $8.1 billion, $4.2 
billion of capital subscribed by 
other countries, and $0.6 billion 
of other currencies which, for this 


purpose, the members have agreed 
would be convertible into dollars. 
This is a total of $12.9 billion in 
promises of members to pay in 
dollars. In other words, promises 
to pay of members other than the 
United States would cover the 
Bank’s obligations by a ratio of 
3.8 to 1. Such coverage would go 
far beyond anything which past 
experience or future expectations 
would lead one to believe neces- 
sary. 

Expressed in another way, at 
the mature loan position a re- 
covery of only 26% on loans and 
uncalled subscriptions of members 
other than the United States is 
required to meet in full the prin- 
cipal of the obligations of the 
Bank. At an intermediate point 
with about five billions of loan 
commitments and say $3.6 billion 
of funds raised in the market, no 
recovery whatever on the “for- 
eign” assets of the Bank is re- 
quired to meet the Bank’s prin- 
cipal obligations. 

In assessing the significance of 
this great margin of coverage for 


- What the United States put in: 


2. What the United States got out: 


Income payments received on 


ENEDE, 3) sash ccisccgpad cen 


what the United States put in 
*Includes investments in Canada. 
Source: 
mittee on Banking and Currency. 





the Bank’s bonds, it is useful to 
consider analytically the record of 
the foreign loans in the past. The 
errors of foreign lending in the 
twenties are unlikely to be re- 
peated; not only are the lessons 
to be learned from that period 
still fresh in mind, but many safe- 
guards and limitations are written 
into the Bank’s Articles of Agree- 
ment to prevent any recurrence in 
the future. Nevertheless, it may 
be worth pointing out that the 
record of returns on these past 
foreign loans is hardly as black as 
is sometimes assumed. A recent 
study by the Bureau of Foreign 
and Domestic Commerce, cover- 
ing the period from 1920 through 
1940, provides the basis for esti- 
mates on the subject. To sum- 
marize this study, American in- 
vestors have gotten out of their 
portfolio investments (stocks, 
bonds, etc.) $1.5 billion more than 
they have put into such invest- 
ments. Direct investments . by 
Americans have made an even 
better showing, the excess in this 
case amounting to $7.2 billion. i. 
table containing additional details 
on the foregoing is appended. 
Even though the records on port- 
folio investments during this 
period was not brilliant, a return 
of even these proportions wou 
be far more than needed by the 
International Bank in order to 
protect its bondholders from any 
loss. 
It has been sought in the ad 
going paragraphs to demonstrate 
the great economic stress the 
Bank is designed to withstand, 
and what this inherent strength 
means to holders of the Bank’s 
obligations. Certainly, should any 
such condition as those premised 
in this paper occur, the record 
the securities of the Bank would 
make would compare very favor- 
able with the record of other se- 
curities during the same period. 
Perhaps not sufficient attention 
has been focused on the very real 
prospects that the Bank may op- 
erate with few, if any, calls on its 
capital. Certainly, this would be 
the measure of complete success. 
The Bank and its members ex- 


pect this to occur, and operations 
based on anything less than this 
goal would not agree with the 
spirit of the institution. The Bank, 
however, is merely a part of the 
world economic scheme. The fu- 
ture of the United Nations, the 
International Monetary Fund, the 
proposed International Trade Or- 
ganization, are closely related to 
the success of the Bank as an in- 
ternational lending organization. 
Proper world trade policies, ex- 
change stabilization, and political 
stability are important to the 
Bank and the organizations named 
are directly concerned with them. 
These are significant matters, and 
failure in these fields may mean 
the Bank will lose some part of its 
capital. Nevertheless, the investors 
in the Bank’s obligations should 
suffer no financial loss. 
as ae * 

Following is a tabulation show- 
ing the private foreign investment 
experience of the United States, 





Estimated investments abroad at end of 1919__ 

Net new investments abroad from 1920 through 
1940 (gross new investments abroad of $11.8 
billion less amortization receipts on foreign 
dollar bonds and net resales of foreign se- 
curities to foreigners of $4.9 million) 


Value of investments abroad at end of 1940__- 
investments 
abroad from 1920 through 1940__----~- 


. Excess of what the United States got out over 


Testimony of Wayne C. Taylor before 


1920-40. 


PRIVATE FOREIGN INVESTMENT EXPERIENCE OF THE UNITED STATES, 1920-40* 
(In Billions of Dollars) 


Portfolio 
Investments 
(Stocks, 
Bonds, Etc.) 


Direct 


Investments Total 


3.9 6.5 


2.6 


3.6 


6.2 


3.3 


7.2 
2.8 7.0 


4.9 


7.4 


14.4 


Pe 
1.5 7.2 


House of Representatives’ 
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Securities Salesman’s Corner 














By JOHN DUTTON 


It is a fortunate salesman that can pick his customers. Most 
of the time however, a salesman has to accept the customers that 
he has on his books. Only a few are so fortunate as to be able to 
keep the customers that represent the most desirable -accounts. 
Human nature being what it is, there are always those who take an 
unreasonable attitude when markets decline. Sometimes in order 
to hold some clients in line, you have to open their eyes to reality. 


Otherwise you'll lose out. 

Every salesman knows his customers. You can tell from a word 
or two just what you are going to be up against the next time you 
have a talk with a customer who seems to be desirous of placing 
you on the defensive regarding some recent purchases that have 
declined in market value. When you get your first hint that this 
is about to happen, then it is a good idea to do some pencial and 
paper work in your own office before you have your next session 
with such an account. If you have to hunt for bear, go loaded 
for bear. 

Go back to the first transaction you had with this account. 
Check up all purchases and sales. Record profits taken in one col- 
umn, and losses in another. Put dividends received during the time 
held in another. Show current market prices of securities still in 
the account. Show paper profits and losses. Sum up the entire 
operation and have it in black and white. The chances are that the 
record is good. Then when Mr. Customer greets you with some 
cheery remark such as “Well, I didn’t make much money doing 
business with you last year,” you can reply, “Let’s look at the 
record.” You can make a much stronger case without placing your- 
self on the defensive by explaining that you have been making an 
analysis of a number of your accounts and that his was included in 
this survey. Then take your pencil and go over the whole thing 
step by step. By the time you get through you will be able to show 
that recent paper losses are only part of the story and that the over- 
all situation is good. 

Here is andéther very important thing about selling securities. 
You must get the idea across to your customers that it is the results 
as a whole which are important. Whether an account is large or 
small, it pays to set it up in black and white and show a customer 
what has been accomplished. In this way, you present losses in 
their proper light. You must have losses. Anyone who thinks you 
ean invest money without taking losses is looking at this business 
from an entirely warped and unrealistic viewpoint. But losses that 
are offset by profits where the general balance is favorable over a 
period of years, that is another story. By putting a record down on 
paper where a customer can see what has been done, clarifies this 
whole subject of losses and places each security in the portfolio in 
its proper relationship to the entire fund. 

Your customers should be encouraged to look upon their entire 
adnvestment fund as an entirety. When this viewpoint is firmly 
established profit-taking and LOSS-TAKING WHEN NECESSARY 
are no longer considered as individual or isolated operations but as 
part of the whole investment objective, which is the general im- 
provement of the entire account. 

When customers are inclined to look upon their last few pur- 
chases that may have declined in market value during a period of 
generally depreciating prices, and to over-emphasize those paper 
fosses, it is time you put their thinking back on the right track. 
Remember it is not what you have today that counts when you are 
investing in securities but where you will be next year and the year 
after that. Investing money is never a static operation. Don’t allow 
any customer to put you on the spot because a few securities have 
declined in price. You are not going to be able to help him very 
much if this is his attitude toward his investments. It is the healthy 
over-all condition of his entire investment account that is the im- 
portant consideration at all times. 
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Inflation Danger—Heritage of War Finance 


(Continued from page 592) 
efforts were made in this country 


|| to raise as much of its cost by tax- 


ation as was feasible and to fi- 
nance the rest so far as possible 
by tapping the savings of the peo- 
ple. Fiscal and monetary authori- 
ties were agreed that financing 
through banks, which results in 
the creation of new money, should 
be kept to the’ necessary mini- 
mum. Nevertheless the banks had 
to be relied upon to a large ex- 
tent, and also policies had to be 
followed to assure a high degree 
of liquidity for securities sold to 
the public. Purchases by banks 
were needed not only to help 
maintain an active market and to 
facilitate the general sale of se- 
curities, but also to provide the 
increased money supply needed 
by the expanding and abnormal 
war economy. 

Although some expansion in the 
money supply and in banks’ hold- 
ings of government securities was 
desirable, the amount that actu- 
ally occurred was no doubt ex- 
cessive. “In retrospect,’ to quote 
from the Annual Report of the 
Federal Reserve Board, “it is evi- 
dent that more vigorous policies 
should have been adopted in order 
to raise more of the cost of the 
war through taxation and to re- 
strict bank purchases of govern- 
ment securities.’ Many of the fi- 
nancing procedures adopted en- 
couraged banks to purchase more 
securities than it was necessary 
for them to buy and thus helped 
to complicate the problem of post- 
war adjustments. 

As a result of policies adopted 
to facilitate the financing of the 
Government’s needs during the 
war, there was a _. tremendous 
growth in bank holdings of Gov- 
ernment securities. Total funds 
raised by the Treasury in the pe- 
riod from the middle of 1940 to 
the end of 1945 amounted to 383 
billion dollars. Over 40% or 153 
billion dollars of this amount 
came from taxes, About 230 bil- 
lion was obtained by borrowing, 
of which about 100 billion came 
from the banking system, includ- 
ing commercial banks, Federal 
Reserve Banks, and mutual sav- 
ings banks. 

Another policy adopted during 
the war to facilitate war finance 
was the maintenance of the in- 
terest-rate structure at approxi- 
mately the level existing at the 
beginning of the war. This policy 
served a three-fold purpose: (1) it 
kept down the interest cost to the 
Government; (2) it encouraged 
prompt buying of securities by in- 
vestors, who might otherwise have 
awaited higher rates; and (3) it 
kept the growth in bank and 
other investors’ earnings to mod- 
erate amounts consistent with the 
purposes of war finance. 

The interest-rate structure ex- 
isting at the beginning and gen- 
erally maintained throughout the 
war consisted of very low rates on 
short-term money, with a wide 
spread between them’ and rates 
on long-term securities. This un- 
usual interest-rate relationship 
came into being during the years 
of depression when there were 
reduced demands from borrowers 
and at the same time large gold 
imports and unused bank reserves. 

Maintenance of the wide differ- 
ential between short-term and 
long-term interest rates during 
the war, however, encouraged ex- 
pansion of bank credit because 
it was possible for banks-to sell 
short-term securities to Federal 
Reserve Banks and buy longer- 
term issues bearing higher rates 
of interest, which in turn were 
stabilized. The new bank reserves 
créated by sales of securities to 
the Reserve Banks provided the 
basis for a deposit expansion at 
all banks in the country of ten 
times the volume of such sales. 

Another result of these policies 
was a decline in long-term inter- 
est rates. An implied assurance 





that prices of long-term securities 
would not be permitted to decline 





removed an important distinction 
between long and short-term se- 
curities, and this policy, together 
with maintenance of the low rates 
on short-term securities, encour- 
aged holders to shift from short- 
term to long-term issues. As long 
as the Reserve System stood ready 
to purchase short-term securities 
at prevailing rates these rates 
could not rise. The longer-term 
rates declined. These low long- 
term rates have necessitated sub- 
stantial adjustments for life in- 
surance companies and other savy- 
ings institutions, 

The method of handling the 
war loan drives also was a stimu- 
lus to bank credit expansion. Non- 
bank investors could sell previ- 
ously acquired issues to banks and 
subscribe for new issues, thus 
helping to attain quotas. Banks 
during the drives had excess re- 
serves because deposits against 
which reserves were required 
were drawn down in the purchase 
of securities, while Treasury de- 
posits, against which no reserves 
were required, increased. This 
shift of funds resulted in a re- 
duction in member banks required 
reserves. 

As a result of these operations, 
bank holdings of government se- 
curitiés increased substantially 
during drives. Between drives, as 
deposits were reshifted and re- 
quired reserves increased, banks 
sold sufficient securities to the 
Federal Reserve to meet the 
higher reserve rquirements, The 
net result was a gradual expansion 
in bank holdings of government 
securities throughout the war pe- 
riod. 

Commercial banks _ increased 
their holdings of United States 
Government securities by approx- 
imately 70 billion dollars. At the 
same time their loans expanded to 
the highest level since 1930. As 
a result of the growth in assets, 
bank earnings increased substan- 
tially during the war and in rela- 
tion to capital funds were at the 
highest level on record during 
1945, 

Banks were able to expand 
their holdings of securities by any 
amount they could obtain because 
additionel reserves were almost 
automatically supplied by the Re- 
serve System in following its pol- 
icy of keeping down short-term 
rates. The volume of short-term 
securities outstanding was suffi- 
cient to permit a much further 
expansion of Federal Reserve 
holdings. In effect the banking 
system was permitted, in a sense 
encouraged, to expand its earning 
assets, and the necessary reserves 
were supplied. Banks incurred 
additional expenses in servicing 
the greatly increased wartime 
monetary demands, but were ade- 
quately compensated by the earn- 
ings received. 

The result of these develop- 
ments was a tremendous expan- 
sion in the liquid asset holdings 
of the public. The holdings of 
deposits and currency by indi- 
viduals and businesses increased 
by 100 billion dollars to 2% times 
the prewar level. The inflationary 
potential in this expanded money 
supply is roughly indicated by the 
increase in its ratio to the annual 
value of the country’s total pro- 
duction of all goods and services. 
This ratio is now about 80% 
compared. with 70% or less in the 
late 1930’s, a period of consider- 
able unemployment and unused 
resources, and with a little over 
50% in the 1920’s, a period of ac- 
tive business and full employment. 

In addition to the greatly ex- 
panded holdings of deposits and 
currency, individuals and busi- 
nesses have nearly 100 billion dol- 
lars of government securities, or 
eight times the prewar level. 
These can be readily converted 
into cash as long as the Federal 
Reserve Banks stand ready to buy 
them. This is an aspect of the 
present situation which has no 
precedent in economic history and 
is of incalculable significance. 





Inflationary developments that 
have been evident during the past 
year and are now approaching a 
climax unquestionably had their 
seeds in war finance. As indicatéd, 
however, war and its finance are 
necessarily inflationary, Their ef- 
fects must be counteracted by di- 
rect controls over demand, sup- 
plies, and prices, which cannot 
possibly be in équilibrium during 
war and its aftermath without 
stringent taxation. We avoided 
serious inflation during the war 
by the maintenance of controls, 
as well as through the public’s 
exercise of voluntary restraint. 

Current fiscal developments and 
monetary policies are not new 
adding to inflationary pressures. 
The budget is balanced. The 
Treasury’s debt-retirement pro- 
gram is exerting a drain on bank 
reserves and has brought to an 
€nd over-all expansion in bank 
credit. Bank holdings of govern- 
ment securities and loans on se- 
curities have been considerably 
contracted. There has been, it is 
true, considerable expansion in 
bank loans to businesses, on real 
estate, and to consumers. These 
loans reflect in part needs for the 
expanding production and distri- 
bution of civilian goods, but prob- 
ably also reflect some speculation 
and excessive commitments. The 
more important inflationary pres- 
sures, however, are ‘the result of 
past developments and are beyond 
the realm of any short-term mon- 
etary and credit restrictions that 
could now be imposed. 

The superabundant volume of 
money has already been created 
through expansion in the public 
debt and can be reduced only 
through contraction in that debt 
or by a shift from banks or other 
holders who regard their securi- 
ties as liquid assets to more per- 
manent investors. Such changes 
can occur only slowly. To bring 
them about and in the meantime 
maintain a reasonable’ degree of 
stability in the government se- 
curities market are the major 
postwar problems of fiscal and 
monetary administration, 

The Problem of Postwar 
Monetary Policy 

In view of wartime develop- 
ments, the central problem that 
will face the Federal Reserve Sys- 
tem in the future is to reestablish 
and maintain control over bank 
credit expansion—the main func- 
tion for which the System was 
founded, The increases of more 
than 50 billion dollars in cominer- 
cial bank holdings of government 
securities and of 100 billion in 
holdings of businesses and _ indi- 
viduals, which can be readily sold 
to the Reserve Banks and thus 
create additional bank reserves, 
make it difficult, and perhaps im- 
possible for the System to exer- 
cise effective control. The re- 
serves that could be created would 
provide the basis for a ten-fold 
expansion in bank credit and bank 
deposits. 

It has been suggested that credit 
expansion could be prevented if 
the Reserve System would refuse 
to purchase additional govern- 
ment securities or would purchase 
them only at higher rates. It is 
true that a narrowing of the 
spread between the yields on 
short-term and long-term securi-~ 
ties would remove the incentive 
for banks and other investors to 
shift. short-term securities to the 
Reserve System in order to pur- 
chase longer-term ones. 

A policy of permitting short- 
term rates to rise, however, would 
inerease the cost to the Treasury 
of carrying its short-term debt 
and would complicate the Treas- 
ury’s refunding problem, It would 
also increase bank earnings, which 
are already more than adequate. 
It has been frequently stated that 
the System’s refusal to follow this 
course of action is based entirely 
upon these considerations, ex- 
pressed in its commitment to the 
Treasury to maintain a low level 
of interest rates. It would be more 
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- correct to say that the System’s 
commitment is based upon its 
view that under present condi- 
tions a rise in short-term interest 
rates would not accomplish the 
desired result of preventing credit 
expansion and might have harm- 
ful effects. 

Should the Reserve System re- 
fuse to purchase government se- 
curities offered for sale and not 
taken by others, then interest 
rates would be subject to wide 
fluctuations. With 260 billion dol- 
lars of the public debt broadly dis- 
tributed among individuals, busi- 
nesses, and investment institu- 
tions, the possible effect of fluc- 
tuating interest rates upon the 
financial position and the actions 
of these holders is difficult to 
predict. The consequences of at- 
tempting to use such a remedy 
might be more harmful than the 
disease. 

The System would have to pur- 
chase government securities at 
some rate. It is not possible to 
know how much of a rise in in- 
terest rates would have to occur 
to stop sales to the Reserve Sys- 
tem. Any rise in short-term rates 
might be accompanied by a rise 
in long-term rates. If short and 
medium-term. rates should rise, 
the premium to investors for mak- 
ing long-term commitments would 
be reduced and shorter-term in- 
vestment made correspondingly 
more attractive. New investment 
funds would prefer shorter-term 
as against long-term investment 
because of the possibility that 
long-term interest rates might 
eventually also rise. Higher short 
and medium-term rates would 
thus generate uncertainty as to 
the course of long-term interest 
rates. It might even bring about 
shifting by investors from long 
to shorter investment, with such 
shifting itself acting as a force to 
raise long-term rates. If long- 
term rates were permitted to rise, 
one effect of uncertainty might 
be to jeopardize the savings bond 
sales program and cause whole- 
sale redemptions. 

While some degree of uncer- 
tainty may be desirable, particu- 
larly when bonds are selling at 
substantial premiums, there is a 
limit as to how far this can be 
carried without seriously upset- 
ting the market. The events of 
recent months when long-term 
bond prices have fluctuated 
within a range of 4 points indi- 
cate that purchases of these bonds 
at premium prices are not with- 
out some risk. 

It is doubtful whether any rise 
in yields on government securities 
would discourage banks from sell- 
ing those securities in order to 
make private loans or to invest 
in corporate bonds, if attractive 
loans and investments were avail- 
able. Experience shows that 
changes in Federal Reserve dis- 
count or buying rates alone have 
not been sufficient to stop or even 
effectively restrain a speculative 
credit expansion, These changes 
would be even less effective in a 
situation where their primary ef- 
fect would be upon prices of out- 
standing government securities, 
rather than upon private borrow- 
ers. 

Long experience with brokers’ 
loans shows that banks will with- 
draw funds from the _ central 
money market in order to take 
care of the demands of their cus- 
tomers and that they will not be 
discouraged from doing so by high 
money rates. In the case of brok- 
ers’ loans the loans called had to 
be shifted to other lenders, 
whereas in the case of govern- 
ment securities the banks need 
only to sell them to the Federal 
Reserve and thus create additional 
reserves. Some power other than 
that of. higher interest rates is 
needed to deal with such a devel- 
opment. 


In view of this heritage of war 
finance, the Federal Reserve Sys- 
tem is faced in the postwar period 
with a two-fold problem: to pre- 
vent speculative or otherwise ex- 
cessive expansion of bank credit 
and at the same time to assure 








reasonable staodility in the prices 
of the large volume of govern- 
ment securities outstanding. There 
must be limits to the ability of 
banks and others to convert gov- 
ernment securities into additional 
bank reserves and this mus: be 
accomplished without widely fluc- 
tuating interest rates. 

Solution of this basic long-run 
problem can be assured only by 
giving the Federal Reserve Sys- 
tem additional instruments of reg- 
ulation such as those suggested in 
the 1945 Annual Report of the 
Federal Reserve Board. 

The three basic plans proposed 
by the Board for consideration 
by the Congress may be desig- 
nated by the following terms: 


(1) A primary reserve plan. 
(2) A secondary reserve plan. 
(3) A bond limitation plan. 


These three proposals have 
many similarities and also impor- 
tant differences. In each case 
adoption would require legisla- 
tion, which should permit consid- 
erable administrative flexibility, 
because of the wide differences 
between individual banks and 
groups of banks. It would also be 
necessary that they apply to all 
commercial banks, not alone to 
member banks of the Federal Re- 
serve System. These powers could 
be so applied as to leave banks 
adequate ability to take care of 
the credit needs of industry, com- 
merce, and agriculture but would 
give the Reserve authorities some 
control over excessive expansion 
of such credits. 


The primary reserve plan.—This 
plan is simply a further increase 
in commercial bank reserve re- 
quirements. In order to keep 
short-term interest rates from ris- 
ing, it would have to be accom- 
panied by Federal Reserve pur- 
chases of securities. The amount 
of such purchases would probably 
correspond closely to the increase 
in requirements. To assure ade- 
quate powers to absorb a large 
portion of short-term securities 
held by banks, the law should 
authorize an increase to twice the 
present statutory maximum, but 
any increase in requirements 
probably should be applied gradu- 
ally and might never reach the 
maximum. 

The principal effects of this 
measure would be (1) to shift a 
certain amount of earning assets, 
presumably short-term govern- 
ment securities, from commercial 
banks to Federal Reserve Banks, 
and (2) to reduce the ratio of 
multiple credit expansion on the 
basis of a given amount of re- 
serves. It would, therefore, di- 
minish the amount of short-term 
securities available to sell to the 
Reserve Banks and also reduce 
the potential credit expansion on 
the basis of any reserves that 
might be created by such sales. 

This measure could be applied 
to put the banks under pressure 
to liquidate securities and thus 
discourage further purchases of 
long-term issues, while Federal 
Reserve support would keep in- 
terest rates from rising above the 
established pattern. It would 
correspond to present banking 
practices, be relatively simple to 
operate, and permit adjustments 
in the market because of inter- 
bank flows of funds to be carried 
out as at present. 


The proposal would tend to re- 
duce the earnings of commercial 
banks and increase those of the 
Reserve Banks. If this plan were 
adopted it might be desirable for 
the Reserve Banks to have power 
to pay some interest on reserve 
balances, in case bank earnings 
should be unduly reduced. 

Legislation authorizing this ac- 
tion might also include provisions 
for amending various aspects cf 
the present requirements, such as 
permission to count vault cash 
and greater administrative flexi- 
bility in imposing different re- 
quirements on different types of 
deposits and in classifying banks 
for reserve purposes. 





The secondary reserve plan 
would establish a required sec- 


ondary reserve of Treasury bills 
and certificates equal to a speci- 
fied percentage of net demand de- 
posits. This eer might be 
placed initially at a level that 
would induce commercial banks 
as a group to retain their present 
holdings of short-term govern- 
ment securities—probably around 
20 or 25% of net demand deposits 
would be sufficient. Subsequently 
the percentage should be suffi- 
ciently high to assure for such 
securities a commercial bank de- 
mand large enough to maintain 
the desired level of rates without 
Federal Reserve purchases. 

To facilitate transition to the 
new plan, as well as regular ad- 
justments of bank positions re- 
quired by interbank flows of 
funds, banks should be permitted 
to hold cash (including reserve 
balances) as secondary reserves 
in place of bills and certificates. 
This feature, which distinguishes 
this plan from that proposed by 
Lawrence Seltzer,; is essential to 
make the plan effective as a limi- 
tation on bank credit expansion. 
Otherwise it would be necessary 
for the Treasury to supply bills 
or certificates to banks needing 
them to meet their secondary re- 
serve requirements against ex- 
panding deposits. This would 
mean further credit expansion 
and deposit growth. 


This plan has the advantage of 
permitting banks to retain sub- 
stantial holdings of short-term 
Government securities, but lim- 
iting their ability to sell these to 
the Reserve Banks in order to 
make other loans and investments. 
This plan is essentially similar to 
the primary reserve plan, except 
that under the secondary reserve 
plan the commercial banks could 
continue to hold the short-term 
government securities whereas in 
the primary plan the Reserve 
Banks would hold them. 


The secondary reserve proposal 
has been criticized because it 
would purportedly require the 
banking system to increase hold- 
ings of government securities 
every time there was an increase 
in deposits resulting from expand- 
ing loans. It is, of course, true 
that credit expansion would in- 
crease the amount of required re- 
serves, as at present. Banks would 
have the alternative, as they do 
now; of liquidating some other 
asset or of borrowing from the 
Reserve Banks. nder the proposed 
plan they could not reduce their 
holdings of Treasury bills and 
certificates, unless they had an 
excess, but would have to sell 
long-term issues out of their port- 
folios. The plan would establish 
short-term government securities 
in a preferred market position 
over other types of short-term 
paper. An important disadvantage 
of this plan is that the double set 
of reserve requirements might 
complicate adjustments necessary 
in the case of interbank flows cf 
funds, but it is possible that such 
a scheme would be no more com- 
plicated in practice than the pres- 
ent system, 


The bond limitation plan would 
limit a commercial bank’s hold- 
ings of bonds to no more than an 
amount corresponding approxi- 
mately to savings deposits and 
capital accounts plus some per- 
centage of its net demand depos- 
its. In a sense this plan would 
merely extend the policy pursued 
during the war of restricting bank 
investment in long-term Treasury 
bonds. At the outset these per- 
centages might be established at 
levels that would prevent com- 
mercial banks from adding to 
their present holdings of bonds— 
an average of about 50% of net 
demand deposits or maybe even 
higher would cover the bulk of 
the commercial banks. Eventu- 
ally the percentages should be 
sufficiently low to assure a com- 
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mercial bank demand for short- 
term government securities large 
enough to maintain present rates 
without Federal Reserve _pur- 
chases. 

This limitation should apply to 
all bonds, or probably to all single 
payment marketable securities 
having a final maturity of more 
than one year at time of issue, or 
it might be more limited in scope. 
It would have to cover obligations 
of state and local governments 
and of corporations; otherwise 
United States securities would 
have a disadvantageous market 
position. Bonds within a year or 
perhaps within five years of ma- 
turity might be exempt from the 
limitation, but such exemption 
would cause sudden adjustments 
in the market and in the banking 
position as large issues came out 
from under the limitation. 

This measure would not restrict 
bank lending activities and might 
even encourage them. It would 
leave the various sectors of the 
short-term market—Government 
and private—on a comparable 
basis. Adjustments of reserve 10- 
sitions between banks would not 
be particularly complicated by 
this plan, although some reduc- 
tions in bond portfolios might be 
necessary if banks lost deposits, 
particularly time deposits, and in- 
creases would be permissible in 
case of additions to deposits. This 
plan would be less restrictive than 
the others because it would not 
restrict banks in shifting from 
short-term securities into loans, 
although by lowering the amounts 
of bonds banks could hold, the 
authorities could force liquida- 
tion of bonds, rather than short- 
term securities, to offset any loan 
expansion. 

Any of these various plans 
could, once established, be fairly 
rigidly maintained, while tradi- 
tional Federal Reserve open-mar- 
ket and discount rate policies 
were relied upon for current pol- 
icy measures. Alternatively these 
new schemes could be flexible in 
their application, with require- 
ments and limitations being varied 
as bank credit and monetary de- 
velopments and prospects might 
justify or require. 

It should be made clear that 
these proposals are not revolu- 
tionary or drastic nor would their 
application interfere unduly with 
the detailed operation of banks. 
They are not devised to save the 
Treasury interest or to keep down 
bank earnings, although they 
could have these results, but are 
primarily to make possible the 
use of effective controls over 
credit expansion. They are in ac- 
cord with the traditional Federal 
Reserve instruments of open- 
market operations, reserve re- 
quirements, and discount rates, 
and are essential for the effective 
use of those instruments in the 
future, 


The use of any of the new in- 
struments would not necessarily 
mean rigidity in the level and 
structure of interest rates. It may 
be said that some such measure 
is necessary before policies can be 
adopted which would bring about 
changes in interest rates on pri- 
vate debt. These measures are 
designed to set off a large part of 
the public debt and of bank in- 
vestments in a way that would 
free them from the influence of 
changing interest rates. Savings 
bonds and even a large portion of 
marketable obligations held by in- 
stitutional and other permanent 
investors are ordinarily not seri- 
ously perturbed by variations in 
interest rates. That portion of the 
public debt held in the active 
money market, as well as private 
debt, could be traded freely and 
permitted to fluctuate without the 
danger of these fluctuations caus- 
ing widespread repercussions. 

If the economy should be in po- 
sition where investment demands 
exceeded the available supply of 
savings, then interest rates might 
be permitted to rise rather than 
have an inflationary expansion in 
bank credit. On the other hand, 








it would be possible to prevent 





an expansion in credit which 
would depress the level of inter- 
est. rates unduly, as was the case 
early in 1946, 


Nor would these instruments 
unduly restrict banks in making 
loans. Their purpose, of course, 
is to give the System authorities 
power to limit credit expansion— 
a power they were created to per- 
form but can no longer exercise. 
Any limitation on the supply of 
bank reserves, however applied, 
or on the ability of member banks 
to rediscount is in some degree re- 
strictive on bank lending. 


It is hardly impressive to raise 
the “bogie” of restricting bank 
lending at a time when many 
types of bank loans have just ex- 
panded more rapidly and have 
risen to higher levels than at any 
time in history. If banks want to 
take care of the needs of their 
customers it would be better for 
the maintenance of a stable credit . 
structure if they would sell securi- 
ties that non-bank investors will 
absorb and not those which will 
be purchased only by the Federal 
Reserve Banks. Through the one 
process there would be no net 
credit expansion, whereas through 
the other there would be a growth 
in bank reserves which would 
permit multiple credit expansion. 
Application of these new powers 
by the Federal Reserve could, and 
should, be so regulated as to pro- “ 
vide banks with adequate funds 
for meeting all sound needs of 
commerce, industry, and agricul- 
ture. It is the task of the Fedéral 
Reserve authorities to supply the 
banks with enough reserves to 
meet those needs, as well as to 
prevent expansion in the available 
supply of reserves beyond the 
amount needed for sound credit 
demands. It has adequate capa- 
city for permitting expansion but 
practically no power to prevent 
expansion. 


In summary, it may be said that 
because of the large money sup- 
ply and the greatly increased ¢a- 
pacity for further expansion 
which is the heritage of war fi- 
nance, the credit situation in the 
postwar period is likely to be an 
unstabilizing influence upon the 
economy. The money supply, ac- 
tual and potential, is large rela- 
tive to current output and in- 
comes, even at present inflated 
prices. Additional measures May 
be needed to exercise more effec- 
tive control over the supply and 
use of credit than would be pos- 
sible under existing powers. 

In concluding, it might be ap- 
propriate to quote the London 
““Eeonomist” regarding the Board’s 
proposals, as follows: 

“It comes as a surprise to 
learn from the 32nd annual re- 
port of the Governors of the 
Federal Reserve System that the 
highest banking authority in the 
United States is submitting for 
the consideration of Congress 
proposals for the control of 
American commercial banking, 
the like of which has never 
even been contemplated in So- 
cialist Britain.” 

The “Economist” then adds the 
further significant comment: 


“Before pushing the paradox 
too far, allowance should be 
made for two factors. The first 
is that the United States is a 
country with a written Consti- 
tution where every executive 
action and every policy must, 
if possible, receive the garb of 
precise legalism and statutory 
enactment. What many other 
countries prefer to achieve by 
informal consultation and by 
gentlemen’s agreeinents must in 
America receive the compulsion 
and sanction of law. The sec- 
ond factor is that the moral 
ascendancy of the central bank- 
ing authorities in the United 
States is not quite comparable 
with its counterpart in Britain 
and that an Act of Congress 
may be needed to do less well 
what can often be achieved by 
a nod from the ‘Old Lady cf 
Threadneedle Street’ in this 





country.” 
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Will World Bank Securities Meet 
Accepted Investment Standards ? 


(Continued from first page) 


can be conducted in such a man- 
ner that, barring an almost total 
breakdown of international finan- 
cial transactions, it will remain 
solvent. 

Numerous technical descriptions 
of the history and organization of 
the World Bank and the Interna- 
tional Monetary Fund (which can- 
not be disassociated) are available, 
and accordingly this study will be 
directed primarily towards anal- 
ysing the probable operating pol- 
icies of the Bank in an endeavor 
to determine under what condi- 
tioas the debentures or other se- 
curities the Bank may issue in 
this country, will meet accepted 
investment standards. Such an 
approach is also useful since the 

' essentials can be emphasized and 
are not lost in a maze of minor 
detail. 


Bank’s Fundamental Conception 


Fundamentally the World Bank 
was conceived for the purpose of 
promoting private foreign invest- 
“ment and to provide funds for the 
international flow of goods for 
productive -purposes, when such 
funds could not be obtained other- 
wise at reasonable rates. This is 
clearly set forth in Article I of the 
Articles of Agreement. The Bank 
will provide both the foreign ex- 
change and the credit with which 
capital goods can be purchased. 
Capital goods will undoubtedly be 
interpreted broadly to include not 
only building materials, machin- 
ery, transportation equipment and 
the like; but such items as salaries 
for technicians payable in the cur- 
rency of their home country. Toa 
limited extent, and presumably on 


practical matter, however, no sub- 
stantial loans seem possible if the 
United States is vigorously op- 
posed thereto. 

Primarily the loans made by 
the Bank must be for productive 
purposes and for a specific proj- 
ect. The Articles of Agreement 
permit other types of loans only 
“under exceptional circum- 
stances.” 

Furthermore, before the loan 
can be made, a written report 
must be submitted by a compe- 
tent committee recommending the 
project after careful study of the 
merits of the proposal. Such com- 
mittees shall include an expert se- 
lected by the Governor represent- 
ing the member in whose terri- 
tory the project is located and one 
or more members of the technical 
staff of the Bank. Thus, not only 
must the top management of the 
Bank qualify on the basis of broad 
banking experience, but the Bank 
will be equipped with a highly 
skilled technical staff. After the 
loan has been approved by the 
committee, the Bank itself must 
pay due regard to the prospects 
that the borrower will be in a po- 
sition to meet its obligations un- 
der the loan. Once a loan has been 
granted the Bank acts in much the 
same manner as a trustee since 
the borrower shall be permitted 
to draw down from a speciul fund, 
set up to the credit of the bor- 
rower, only the amounts needed 
to meet expenses in connection 
with the project as they are actu- 
ally incurred. 

These provisions should effec- 
tively prevent the making of in- 
discriminate loans and a sudden 





a relatively short term basis, 
‘working capital in the form of raw 
, materials would also be included. 

In respect to the latter, in particu- 

lar, it is to be expected that the 
, Bank will proceed with due cau- 

tion, since its loans will be on a 
non-marginal basis, and will also 
not permit political considerations 
to enter the picture (the Agree- 
ment provides that only economic 
considerations shall be relevant to 
decisions of the Bank). 


One of the more vital protective 
features of the Articles of Agree- 
ment is that the Bank must not 
make loans, other than in excep- 
tional circumstances, in the cur- 
rency of the borrower. Thus, for 
example. if X member country 
seeks a loan from the Bank to 
construct an electric power plant, 
the Bank would provide funds for 
all the necessary materials which 
were to be purchased outside the 
borrowers own borders. The Bank 
itself would in no way stipulate 
where the purchases would be 
made, but the borrower would be 

, required to specify in the loan 
contract the currency or curren- 
cies in which payments would be 
made. 


Creditor’s Veto Power 


, Reverting to the other side of 
; such a transaction for the moment, 
_ the country whose currency was 
to be loaned would have veto 
power, directly or indirectly over 
the loan. This protection is par- 
ticularly important with respect 
‘ to the United States as the largest 
prospective lender, since it not 
only enables this country to pass 
; upon dollar loans independently 
but also is an effective means of 
' preventing the export of goods 
‘ which might be in short supply. 
If a loan is to be made out of capi- 
. fal the United States has to au- 
thorize the use of the dollars and 
can directly control individual 
joans. If the loan is made from 
' funds obtained from the sale of 
debentures, the United States can 
block their sale. Theoretically, if 
a series of loans is to be covered 
' by a given debenture issue, the 
United States has no direct means 
of blocking any single loan. As a 


large drain on the dollar resources 
of the Bank, if nothing else. 

The Executive Directors of the 
Bank have agreed that the Arti- 
cles of Agreement permit the 
Bank to make long-term stabili- 
zation loans for the reconstruction 
of montary systems. Since inter- 
national monetary stability is a 
prerequisite if the Bank is to func- 
tion successfully, exception can- 
not be taken to this provision. 
Furthermore, as noted above, the 
World Bank is tied directly to the 
International Monetary Fund and 
any member of the Bank that 
ceases to be a member of the Fund 
shall automatically cease to be a 
member of the Bank. Neverthe- 
less, the power to make such loans 
will have to be used with extreme 
discretion and the Directors of 
the Bank may at times find it dif- 
ficult to avoid action that will 
have political consequences. Thus, 
for example, it would be a viola- 
tion of the Articles of Agreement 
if the Bank for political reasons 
were to support the currency of a 
country where the policies of a 
new regime were causing an ex- 
odus of freightened private capi- 
tal. Moreover, in the Monetary 
Fund Agreement there is a stipu- 
lation for the withholding of funds 
from countries where capital flight 
is in progress. One can see, how- 
ever, that considerable pressure 
might be applied to cause the 
Bank to make just such a loan. 
Too much emphasis should not, 
however, be placed on loans of 
this character since, in any event, 
investors would not be likely to 
consider them as suitable security 
against which debentures of the 
Bank could properly be issued on 
a large scale, and one is warranted 
in assuming that any such loans 
probably would be limited to the 
20% operating capital of the Bank. 


The Departure From Policy After 
First World War 


The above is sufficient to indi- 
cate that there is a vast differénce 
between the concept of the World 
Bank ‘and the type of foreign 
lending that was made after World 





war I. The World Bank is designed 


the intent is not to pour out a 
vast flood of United States dollars. 
An additional source of strength 
lies in the fact that loans will be 
made to different member coun- 
tries, in different currencies, over 
a period of years and with provi- 
sion for staggered amortization 
payments. Most certainly, in the 
early years at least, any borrower 
will do its utmost to meet its obli- 
gations to the Bank, since other- 
wise additional credits would be 
denied. Morover, unwillingness 
to pay frequently has its roots in 
inability to pay, and if the Bank 
gives due weight to this latter 


factor—as it is required to do—}. 


cefaults are not a foregone con- 
clusion. A further difference be- 
tween the lending principles of 
the World Bank and any interna- 
tional lending heretofore  at- 
tempted is that foreign lending 
will be done by a group of coun- 
tries rather than by the United 
States unilaterally. Accordingly, 
any defaults will be against the 
members of the Bank jointly and 
severally to the extent of their 
capital subscription and not against 
the United States alone. The bur- 
Gen of collecting the debts will 
likewise not rest entirely upon 
the United States and other mem- 
bers of the Bank will at least be 
required to share losses with the 
United States to the extent of 
their paid up capital subscriptions. 


Probable Defaults 


Despite the many sound and 
conservative features in the Arti- 
cles of Agreement, and regardless 
of the ability of the management 
of the Bank, it seems inevitable 
that defaults will occur. This is 
particularly true since the Bank is 
denied the very cream of inter- 
national lending and its loans will 
be essentially without any margin 
of protection. Thus, even though 
the borrower contributed towards 
construction costs of a project, the 
Bank would have no direct lien 
on the project itself. A consider- 
able degree of protection will be 
afforded by the fact that loan 
maturities will be spread over a 
period of years and there can be 
a collateral staggering of the 
Bank’s own obligations. When a 
large borrower fails to meet its 
carrying charges, and appears un- 
likely to be able to do so within 
a reasonable time, the Bank, with- 
in certain limits, may retire a cor- 
responding amount of debentures, 
thereby reducing its own charges. 
Following through this procedure, } 
it will be seen that the Bank 
would thereby automatically 
freeze that portion of its capital, 
since unpaid capital subscriptions 
would be called for, to the amount 
required, in the currency involved 
—presumably dollars—to meet the 
required principal amount of 
debentures. If subsequently the 
loan were restored to good stand- 
ing, or liquidated, the procedure 
could be reversed. 


The Special Reserve 


As protection against moderate 
losses, provision is made for the 
accumulation of a special reserve 
by a charge of 1 to 142% commis- 
sion annually on _ outstanding 
loans. This reserve must be held 
in liquid form for the meeting of 
charges on the Bank’s own obliga- 
tions. In addition to the commis- 
sion the Bank can charge a higher 
rate of interest than it pays. As- 
suming that the Bank over a pe- 
riod of time pays an average rate 
of interest of 3%, and charges an 
average rate of 34%,%, and the 
commission is 1%, the operating 
margin would be 14%. The Bank 
is completely immune from taxa- 
tion. Initial operating expenses 
are estimated by the Bank at 
$1,200,000, but it is anticipated 
that as the Bank’s operations ex- 
pand this will be increased. Over 
a ten-year period the Bank should 
be able to accumulate a very sub- 
stantial reserve. 


A Pro-Forma Balance Sheet | 
The prospective future financial 








condition of the Bank can be pro- 


to be a continuing institution and jected; although there is a danger 


of oversimplification, since the 
Bank’s balance sheet will by no 
means tell the whole story. The 
following statement (not original 
with this author but from an ex- 
cellent source) may be of help in 
visualizing where the Bank may 
stand some ten years from now. 
(In billions of dollars) 


ASSETS 

Cash and short-term secur- 
ities 

Gold and U. S. dollars 

Other currencies —___ 


0.4 
0.7 


Loans, incl. gtd. loans__ 

Special reserve (prime secur- 
ities) 

Uncalled subscribed 


8.5 


0.5 
capital 
6.4 


16.5 


LIABILITIES AND CAPITAL 
ACCOUNTS 


Debentures and other obliga- 
tions 

Special reserve 

Capital 


Illusion About U S. Responsibility 


Unless one accepts the premise 
that there will be a complete 
breakdown of international trans- 
actions, the assumption frequently 
made that the only real security 
behind the debentures will be the 
capital subscription of the United 
States is false. 

Simultaneous, 100% default on 
all loans is unthinkable. However, 
at some point several members 
may be in default on their loans 
as to both interest and principal, 
in which case it would be neces- 
sary for the Bank to call upon the 
80% balance due on subscriptions, 
to the extent necessary to meet 
its own obligations. In any given 
year, however, one would not an- 
ticipate that over $1 billion of the 
Bank’s own debentures would 
mature. That is probably extreme, 
since the Bank will presumably 
stagger its maturities or issue long 
term bonds with provisions for 
amortization, so that principal re- 
quirements would probably not 
exceed $500 million within any 12- 
month period. Assuming, however, 
a two year depression in which 
the Bank had to meet $1 billion 
of principal requirements, it will 
be observed from the above table 
that one-half the amount could be 
met from reserves set up for the 
purpose. The remaining half could 
be met by a call of less than 10% 
of unpaid subscriptions. Of this 
amount $254 million would be re- 
quired from the United States and 
the balance divided among all 
other members. Certain members 
would not be able to meet their 
obligations in additicn to the mem- 
bers in default on loans. The un- 
paid balance would then become 
an obligation of all the rest. As 
it happens, the debt record of 
other members of the Bank is 
fully equal to that of the United 
States. Canada, with a capital 
subscription to the Bank of $325 
million, enjoys the best of credit 
rating and will continue to do so 
if it is humanly possible. The 
sterling group, composed of the 
United Kingdom, India, Union of 
South Africa and Egypt, have 
never defaulted on any publicly 
held obligations, either external 
or internal. Several European 
members of the Bank have a com- 
parable record. Until this record 
is broken, these countries should 
be treated as being willing to 
meet their share of any likely call 
by the Bank. 


Delicate Situation With China 


The most delicate problem with 
which the Bank may find itself 
faced is in handling application 
for loans from its third largest 
member, China. China can logi- 
cally be expected to be one of the 
largest borrowers from the Bank. 
Without wishing to prejudice the 
case, it seems unlikely that any 
substantial loans-can be made to 
China until the civil.war in that 





country is over and a reasonable 
measure of political stability re- 
stored. One may hazard a guess 
that the initial loan to China will 
be in the nature of a currency 
stabilization loan. While it is pos- 
sible to be unduly optimistic, it 
is at least conceivable that the 
International Monetary Fund and 
the World Bank may become the 
most important factor in bringing 
to China a sound monetary sys- 
tem, thereby permitting that coun- 
try to attract the investment of 
vitally needed capital. Obviously 
the government of that country 
will have to be a type conducive 
to such a result. 


Russia’s Status 


Russia is not now a member of 
the World Bank and it is accord-~ 
ingly pointless at this time to dis- 
cuss what effect its participation 
would have should it eventually 
join. However, because of the es- 
sential differences between the 
economic system of that country 
and the rest of the members of 
the World Bank, it is difficult to 
see how Russia could effectively 
function as a member in the light 
of the avowed objectives of the 
Bank, 


The operations of the World 
Bank will be a matter of concern 
not only to prospective holders 
of its obligations but to the tax- 
payers in the United States as 
well. For the benefit of both, it 
will be vital for the Bank to make 
full and complete disclosures re-~ 
garding each and every loan of 
any consequence. While there has 
been some opposition to the de- 
bentures coming under the juris- 
diction of the Securities and Ex- 
change Commission, this require- 
ment may prove to be a blessing 
in disguise in respect to the re- 
lease of pertinent information, 
This should not be interpreted as 
implying that the Bank would 
deliberately withhold important 
facts, but it must be admitted that 
there is a tendency on the part of 
governmental agencies, particular- 
ly those active in foreign affairs, 
to release a minimum of informa- 
tion. In the case of the World 
Bank, it is obvious that its balance 
sheet and operating statement 
alone ‘will not be sufficiently in- 
dicative of the investment calibre 
of its obligations beyond a certain 
point. In other words, the pru- 
dent investor will wish to judge 
for himself as to the calibre of the 
loans of the Bank. 


Bank Obligations and Legal Lists 

The Bank’s obligations have 
been made legal for savings banks 
and trust funds in New York and 
will presumably be made legal for 
various purposes in other states, 
They will be legal for commercial} 
banks in limited amounts. To date 
the Bank’s publicity has been ex- 
tremely weak. The resignation of 
Mr. Eugene Meyer of the United 
States who was elected President 
of the World Bank last June has 
been a further disturbing factor, 
as has been the failure to find am 
acceptable substitute up to this . 
time. Thus to date the way has 
been paved none too well for the 
first offering of the Bank’s deben- 
tures. Initially it is expected that 
the Bank will test the market 
with a relatively small issue at an 
attractive price. Such an issue 
will find ready acceptance, but the 
real test will come later. 


Summary of Favorable and 
Unfavorable Factors 


In conclusion it may prove usee 
ful to summarize what seem to be 
the favorable factors and those 
less favorable. On the favorable 
side there are: (1) the avowed 
purpose of the Bank is to make 
loans for productive purposes; 
(2) all loans must be recom- 
mended by a competent commit- 
tee; (3) the Bank must give due 
regard to the ability of the bor=- 
rower to pay; (4) the Bank’s pol- 
icies must be based entirely om 
economic considerations; (5) the 
United States has veto power over 
all dollar loans: (6) the credit 
record of countries mentioned is 
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excellent; (7) staggering of loans 
and the Bank’s own obligations 
ean prelude the danger of heavy 
eapital calls at any given time; 
<8) the capital subscription of the 
United States will give 42% pro- 
tection to debentures with maxi- 
mum indicated loans. 

On the unfavorable side one 
finds: (1) possibility of political 
pressure; (2) numerous loopholes 
for unsound loans “under excep- 
tional circumstances”; (3) possible 
abuse of the power to make stabil- 
ization loans; (4) the Bank is de- 
prived of the cream of foreign 





loans and chance of defaults there- 
by enhanced; (5) the unsettled 
question as to the Bank’s manage- 
ment and the poor publicity to 
date; (6) possibility that adequate 
information will not be made 
available until too late. 

Regarding this material from 
the standpoint of the usual secur- 
ity “analysis,” the opinion is ven- 
tured—most humbly you may be 
sure—that the favorable factors 
outweigh the unfavorable by a 
wide margin. This opinion 1s, 
however, rendered “subject to 
change without notice.” 





—— 


Fallacies of Fixed Yields on 
Government Securities 


(Continued from page 592) 


The Burden of Interest Charges 
On the Debt 


One of the main arguments for 
the maintenance of the wartime 
rate policy concerns the carrying 
charges on the debt. It is said that 
higher rates would impose a heavy 
burden on the Treasury’s budget 
and upon the economy as a whole.? 
The available evidence is not con- 
vincing that an increase in the 
annual charges on the debt as 
might result from the removal of 
ceilings or interest rates would 
prove intolerable. 

Interest charges on the debt are 
burdensome in several respects: 
(1) effort is involved in the col- 
lection of taxes and in the pay- 
ment of interest and the keeping 
of records; (2) one class may gain 
at the expense of another since 
bondholders and taxpayers are 
not identical; and (3) national in- 
come may be adversely affected. 

Advocates of cheap money and 
of deficit spending have argued 
on both sides of this question. 
Those who preached the “we owe 
it to ourselves” doctrine held that 
the debt was not burdensome be- 
cause the payment of interest from 
taxes represented merely a trans- 
fer of money from one pocket to 
another. Obviously, if taxes were 
levied in proportion to bondhold- 
ings, so that in each and every 
case the tax cleared perfectly 
against the interest, the rate of in- 
terest on the government’s debt 
would be irrelevant. A 20% rate 
would be no more burdensome 
than a 2% rate. Moreover, if taxes 
to collect interest were based upon 
bondholdings there would be no 
incentive for investors to hold 
government obligations. Conse- 
quently, the government would be 
forced to dispense with the fiction 
of borrowing and to redeem out- 
standing debt with new money. 
To tax existing debt on this basis 
seems out of the question in a 
«capitalistic system based on pri- 
vately owned wealth. Since taxes 
are not based upon bondholdings, 
the payment of interest involves a 
transfer from taxpayer to bond- 
holder and the debt is burdensome 
to the taxpayer. 

The payment of interest is also 
said to be a burden upon the econ- 
omy as a whole. Because taxes 
reduce total income by more than 
the payment of interest increases 
total income, a “net leakage” re- 
sults in “slowing down” of total 
income. Although Federal per- 


sonal income taxes are progressive, 


« jnterest on balance is paid to non- 


consuming sectors of the economy 


- because of the concentration of 


debt holdings among institutions 


‘ and high income receivers. Wal- 


lich has estimated the “net leak- 
age” involved in paying $5.7 bil- 





2 See Board of Governors of the Federal 
Reserve System, Annual Report, 1945, pp. 
4-5 and Marriner S. Eccles, ‘‘Eonomic 
Conditions and Public Policy’’ address be- 
fore the Sixteenth New England Bank 
Management Conference of New England 
Council in Boston, Oct. 25, 1946, reprinted 
in the Federal Reserve Bulletin, November 
1946. See also Annual Report of the Sec- 
retary of the Treasury for fiscal year 
ended June 30, 1944, pp. 6-8. 





lion annual interest on a $310 bil- 
lion debt at $0.9 billion. 

The “leakage” does not seem to 
be as great as generally supposed. 
With a more highly progressive 
tax system combined with a less 
concentrated ownership of the 
debt, the burden as measured by 
leakage conceivably might disap- 
pear. On the other hand a policy 
of financing the Treasury at arti- 
ficially low rates of interest would 
make the calculated leakage great- 
er than it would otherwise be 
since a larger proportion of the 
government’s obligations would 
have to be sold to banks. 

The reality of the leakage at- 
tributable to bank holdings is 
open to question. Wallich ob- 
served that holders of demand de- 
posits derive a kind of negative 
income from the absence of ser- 
vice charges which the bank’s in- 
come from government securities 
makes possible. Similarly Han- 
sen and Greer maintained that the 
debt is in reality very widely dis- 
tributed even though held so 
largely by institutions. Tax pay- 
ing and income receiving groups, 
they said, indirectly become iden- 
tical because of the services the 
public receives from these insti- 
tutions. More recently Hansen 
has asserted that debt held by the 
banking system “is burdenless 
on the community as a whole in 
the sense that the cost of bank 
services must be covered some- 


how or other.’’6 


Excessive Bank Earnings 

A second argument holds that 
a rise in yields on government se- 
curities would redound to the 
benefit of the banks by further in- 
creasing their already excessive 
earnings. 

If excessive bank earnings 
should result from a rise in yields, 
there are various ad hoc means 


of correction, chief of which is} 


taxation. In any case bank earn- 
ings are not a proper criterion of 
monetary policy and the problem 
if it arises should not be solved by 
that means. 

Bank earnings do not appear to 
have been excessive in compari- 
son with the earnings of other 
enterprises nor in relation to bank 
capital requirements. 

A comparison of the absolute 
rise in net profits of the banks 
with the rise in net profits of all 
corporations of the ten year pe- 





3 Henry C. Wallich, “Public Debt and 
Income Flow,’’ Postwar Economic Studies, 
No, 3, December, 1945, Board of Governors 
of the Federal Reserve System, pp. -84-100. 
The calculation assumes that taxes are 
greater than otherwise by the amount of 
interest to be paid on the debt. Payment 
of interest is relatively burdensome only if 
such expenditures support consumption to 
a lesser extent than other kinds of Gov- 
ernment expenditure. 


4 Ibid.—-p. 91, n. 8. 

5 Alvin Hansen and Guy Greer, ‘‘Toward 
Full Use of Our Resources,’’ Fortune Mag- 
azine, November, 1942. 

6 Alvin Hansen, “A Symposium on Fiscal 
and Monetary Policy,’’ The Review of Eco- 
nomic Statistics, May, 1946, p. 71. 


riod, 1935 to 1945 does not reveal 
extraordinary gains by the banks.7 

A comparison of the rates of 
return on net worth of banks with 
non-banking corporations does not 
show that banks enjoyed excep- 
tional earning power except in 
1944 and 1945.8 


The effect of a rise in yields of 
government obligations upon fu- 
ture bank earnings can not be 
foretold with certainty. On the 
assumption that the present vol- 
ume of earning assets of the banks 
remains unchanged, or is allowed 
to increase, a higher rate of re- 
turn on those assets obviously 
would result in larger gross earn- 
ings. Whether the current rate of 
net profits can be maintained will 
depend on many factors including 
the volume of earnings assets,9 
which, in turn, is influenced by 
the credit policy of the Reserve 
System and the Treasury’s policy 
in the retirement of the debt, as 
well as bank costs, wages, service 
charges, etc.10 


The inadequacy of bank capital 
has been described as “a plausible, 
spurious apology for excessive 
bank earnings.”11 The belief that 
the capital of the banking system 
is adequate is based on the “risk- 
less nature” and “ultimate sound- 
ness” of Government obligations. 
This presupposes that the present 
policies of guaranteeing the prices 
cf Government securities is con- 
tinued and ignores the possibility 
that in peace times bank assets 
may consist more largely of pri- 
vate rather than Government 
debts representing risk transac- 
tions. 

The growth in bank capital 
since 1934 has been barely suffici- 
ent to maintain the ratio of capital 
to total assets other than cash and 
Government securities. This 
growth has resulted almost en- 
tirely from the retention of earn- 
ings. Virtually no new capital has 
been raised through the sale of 
stock. It is by no means clear why 
new capital has not been at- 
tracted, but one factor has been 
the failure of market values of 
bank stocks to respond to the in- 
creased earning power of the 
banks. Market values of bank 
stocks appear to have risen in 
keeping with the growth in equity 
resulting from the retention of 
(earnings, but, rightly or wrongly, 
have failed to give further weight 








7 Harris also found that for the years 
1939-43 ‘‘in general, banking has not been 
so profitable as most business enterprises,” 
although he observed that “there are many 
reasons why their gains should be kept 
down and possibly even more than they 
have.’”’ See Seymour E. Harris, “A One 
Per Cent War?” American Economic Re- 
view, September, 1945, pp. 668-69. 


( 8 For insured commercial banks the rate 
of net profits to total capital accounts was 
las follows: 1941, 6.73; 1942, 6.34; 1943, 
8.82; 1944, 9.73 and 1945, 10.87. In 1945 
the rate reached an all time high but pre- 
liminary information for 1946 indicates a 
levelling off in the rate of return. 


9In the past two conflicting forces have 
been at work. The earning assets of the 
banks (mainly government obligations) 
tended to increase relative to capital funds 
but at the same time the yields on earning 
assets relative to total assets fell. Net cur- 
rent earnings after taxes as a per cent of 
total assets declined every year from 1937 
to 1945. This was because the rate of re- 
turn per unit of assets was dependent in 
part upon the total volume of assets since 
the volume of bank assets is an important 
determinant of the supply of money which 
in turn affects yields. 

10 For an analysis of some of the con- 
flicting forces at work see Federal Reserve 
Bank of New York, Thirty-first Annual Re- 
port for the year ended Dec. 31, 1945, pp. 
21-23. See also Bankers Trust Company, 
“Outlook for Bank Earnings, 1946-1948,” 
Sept. 3, 1946. 


11 Henry C. Simons, “Debt Policy and 
Banking Policy,’ The Review of Economic 
Statistics, May, 1946, p. 87. 








to actual or prospective earn- 
ings.12 

The advocates of low yields on 
Government securities are per- 
haps less concerned with the ex- 
cessiveness of bank earnings as 
such than with the fact that a 
large part of bank earnings is de- 
rived from Government securities. 
According to Seligman, “the crux 
of the problem is just how much 
the Government should contribute 
to the income of the commercial 
banks via interest payments or 
otherwise.’’!3 


The position of the cheap 
money school seems to be that the 
present “contribution” is certainly 
too large in relation to services 
rendered and, perhaps, ought to 
be eliminated entirely. This gen- 
eral viewpoint has been defended 
on the grounds that (1) the Gov- 
ernment already has access to 
whatever means of production it 
requires through the tax power 
and the power of the printing 
presses,!4 (2) the issue of money 
is a Government and not a private 
function, and (3) in acquiring 
obligations of the Government in 
exchange for their own banks 
perform a costless operation and 
can hardly be said to provide 
credit of a higher quality than 
that which they receive.15 


Point one of the preceding argu- 
ment would apply equally well to 
other holders of Government debt, 
i.e., to insurance companies, sav- 
ings banks, or individuals. The 
fact is that the Government did 
not tax more heavily when it 
could have done so and, more- 
over, it was not authorized by 
Congress to use the printing press 
nor to sell its obligations directly 
to the Federal Reserve Banks ex- 
cept to a limited extent. 


The question raised by point 
two is not whether banks are en- 
titled to receive interest on Gov- 
ernment securities, but whether 
private banks should be allowed 
to engage at all in the money is- 
sue function, i.e., whether the 
granting of deposit credit against 
loans and investments should be 
abolished. The question in point 
three involves the basis on which 
banks should be allowed to grant 
deposit credits. 


The complete divorce of the 
granting of deposit credit from 
the lending and investing activi- 
ties of the banks has been advo- 
cated for many years. Fisher and 
earlier writers desired this not 
because of excessive bank earn- 
ings, but because it was desired to 
control variations in the supply of 
money. Some of the more recent 
advocates of high reserve require- 
ments appear to object merely to 
the granting of deposit credit on 
the basis of Government as op- 
posed to private obligations on the 
ground that banks are not en- 
titled to interest income since they 
do not provide credit of a higher 
quality than that which they re- 
ceive. The strength of this argu- 
ment depends upon the assump- 
tion that the Reserves System will 
continue to guarantee the prices 





12 One would suppose that if actual or 
prospective earnings were excessive bank 
shares would sell well above book values. 
Not only did bank shares fail to participate 
in the last two stages of the general bull 
market which culminated in May, 1946, but 
they failed to rise above book value. The 
surprising thing is that during the War 
years when the rate of return on bank 
capital was rising the ratio of stock prices 
to book values for 13 New York City banks 
was at or less than 1.00 whereas during 
the pre-war years, 1934-1940, this ratio 
was below bosk value in only one year, 
1938, when the ratio was 0.93, and ranged 
as high as 1.42 in 1936. See Standard and 
Poor’s Corporation, Industry Surveys, 
“Banks,” Vol. 114, Pt. I, No. 96, Sec. 1, 
Noy. 29, 1946, p. B2-2. Weighted average 
ratios of bank stock prices to book values, 
based on high and low prices are charted 
in ‘“‘Banks,’”’ Vol. 113, No. 3, Sec. 1, April 
il, 1945, and Vol, 114, No. 96, Sec. 2, 
April 24, 1946. 

13 Harold L. Seligman, ‘“‘The Problem of 
Excessive Commercial Bank Earnings,’”’ The 
Quarterly Journal of Economics, May, 1946, 

369. 

14 Ibid., pp. 369 and. 374. 

15C. R. Whittlesey, ‘‘Problems of the 
Demestic Monetary and Banking System,”’ 
American Economic Review, Vol. XXIV, No. 
1, Pt. 2, March, 1944, p. 251; see also 


Lawrence Seltzer “The Changed Environ- 
ment of Monetary-Banking Policy,’’ Papers 
and Proceedings of the American Economic 
Association, Fifty-eighth Annual Meeting, 





Cleveland, Ohio, Jan, 24-27, 1946, p. 75. 


of Government securities, It is 
only on this condition that Gov- 
ernment obligations become equiv- 
zlent to money as tender and, 
consequently, involve no risk of 
loss to the holders. Moreover, it 
implies that there is no cost con- 
nected with the deposit accounts 
which have been “created.” 


If the prices of Government 
obligations are guaranteed by the 
Reserve System the case for high 
cr 100% reserve requirements is 
greatly strengthened, not because 
bank deposits are costlier crea- 
tions but because the reserve 
basis of bank credit is uncon- 
trolled. To avoid indefinte expan- 
sion of bank credit it becomes 
necessary to limit the discretion- 
ary investment activities of banks. 
The argument for divorcing these 
functions however relates to con- 
trol of the money supply and not 
to bank earnings. 


A very high or 100% reserve 
requirement would limit the loans 
and investments of banks to the 
amount of their capital and earned 
surplus. Banks could not continue 
to perform their present lending 
functions if they were made to 
depend solely on their own capi- 
tal and surplus. Are the present 
commercial lending functions of 
banks desirable or necessary? A 
number of writers consider these 
functions obsolete in view of the 
decline in the relative importance 
of commercial loans and the al- 
terations which have taken place 
in the basis of bank credit.16 How- 
ever, the absolute amount of bank 
loans has not altered very greatly 
and banks are still today the chief 
suppliers of commercial and in- 
dustrial customer-loan credit. De- 
spite the large volume of accumu- 
lated liquid assets held by corpo- 
rations and their ability to finance 
themselves from internal sources 
they still rely upon bank fi- 
nancing. In the past year business 
firms increased their bank debts 
by several billion dollars even 
though they also obtained several 
billion additional dollars from the 
sale of Government securities. 
The other institutional lenders ana 
the securities markets are not 
equipped to handle the kind of 
customer-loan credit which is the 
specialty of the commercial bank- 
ers. Competition for private loans 
exists among the various lenders, 
but it is mainly in the case of 
large borrowers of high credit 
standing and in the fields of in- 
termediate and long-term credit 
for fixed capital purposes that the 
lending activities overlap. In the 
short-term working capital loan 
field, particularly in the case of 
customer-loans to medium and 
small firms, other lending institu- 
tions have not been able to com- 
pete. 


The essence of modern com- 
mercial bankinz lies in the in- 
separable combination of the 
lending function with the money 
function. If these functions are to 
be separated and commercial 
banks forced to confine loans to 
their own capital and surplus, the 
costs of present day banking 
services can not be covered. To 
impose service charges upon de- 
posits to cover these costs would 
have regressive effects and would 


shift the cost from the taxpayer 
to the user of bank deposits prob- 
ably with no social gain.17 Con- 





16e.g. Among many others, Henry C, 
Simons, ‘Debt Policy and Banking Policy,” 
The Review of Economic Statistics, May, 
1946, p. 88. 

17 On this point Hansen, Seligman, and 
Poindexter seem to be in substantial agree- 
ment. See Alvin H. Hansen, ‘“‘A Symposium 
on Fiscal and Monetary Policy,’’ Review of 
Economic Statistics, May, 1946, p. 71; Har- 
cld L. Seligman, ‘““‘The Problem of Excessive 
Commercial Bank Earnings,” Quarterly 
Journal of Economics, May, 1946, p. 376; 
J. Carl Poindexter, ‘“‘A Critique of Func- 
tional Finance Through Quasi-Free Bank 
Credit,’’ American Economic Review, June, 
1946, pp. 314-15. On the other hand 
Simons maintained that the services of 


“warehousing and _ transfering private 
funds” should be paid by ‘“appropriate’’ 
service charges, that banking services 


should not be free only to persons with 
large balances. See Henry C. Simons, 
‘Debt Policy and Banking,’ The Review 





of Economic Statistics, May, 1946, p. 88. 
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sequently, if these services are de- 
sirable no clear advantage is to 
be served through basic altera- 
tion of the present arrangements 
whereby their cost is partly or 
even mainly covered by interest 
payments on the debt. If the in- 
come which results from the Gov- 
ernment’s policy of financing 
through the banking system is re- 
garded as excessive, the simple 
solution is to tax these earnings, 
restore the payment of interest on 
deposits, or require the banks to 
reduce present service charges. 

It will probably turn out that 
“excessive” earnings will be paid 
away to cover rising costs, par- 
ticularly wages. 


Losses Resulting From Rising 
Rates of Interest 


Maintenance of the wartime 
pattern of rates is also defended 
on the ground that higher rates 
would reflect depreciation in the 
market value of outstanding Gov- 
ernment securities. The fear is 
expressed that, if the price de- 
clines were sharp, public confi- 
‘dence in the solvency of banks 
and other financial institutions 
and possibly in the Government 
credit itself might be shaken.t® A 
related consideration is the diffi- 
culty that would be faced by the 
Treasury in refunding maturing 
securities.19 These arguments are 
difficult to reconcile with the con- 
tention already discussed, that 
higher rates would enrich the 
banks. It is difficult to see how 
this enrichment could occur if 
higher rates also forced banks to 
take heavy losses on their securi- 
ties and if banks were unwilling 
to reinvest maturing funds in the 
new Treasury issues. 


The extent to which various in- 
vestors in Government securities 
will be harmed by book or actual 
losses arising from price declines 
in Government securities depends 
(1) on the extent of the rise in 
rates and (2) upon the circum- 
stances which govern the invest- 
ment program of each investor. 


Although under present condi- 
tions the withdrawal of Reserve 
Bank support would probably be 
followed by a rise in yields on 
Government securities, it is not to 
be expected that rates would rise 
to jnordinate heights. The extent 
of the rise would depend upon 
‘many factors including the op- 
portunities for alternative em- 
ployment of funds, the current 
rate of money savings, and the 
management of the debt apart 
from direct price support by the 
Reserve System. 


In individual cases the losses in 
asset values resulting from rising 
rates would depend not only 
upon the necessities of each in- 
vestor with respect to the amount 
and timing of outpayments in re- 
lationship to inpayments, but also 
upon the discretionary actions of 
each investor in the management 
of his resources. 


The small investor appears to 
be adequately protected by the 
cash redemption feature attached 
to E, F and G bonds. The nature 
of the contractural liabilities of 
insurance companies enables them 
to predict with accuracy their 
probable rate of outpayments, and 
consequently, to plan their invest- 
ment portfolios in such a way as 
to avoid the necessity of having 
to sell securities prior to maturity. 
Individual commercial banks are 
more vulnerable than other in- 
vestors because their liabilities 


18 Woodlief Thomas, “Postwar Monetary 
Problems and Policies,’’ paper presented at 
the Inter-American Conference of Central 
Bank Experts, Mexico City, Mexico, Aug. 
15-30, 1946. 

19 Woodlief Thomas, op. cit., p. 9 and 
Marriner Eccles, ‘Economic Conditions and 
Public Policy,’’ address before the Sixteenth 
New England Bank Management Confer- 
ence of the New England Council in Bos- 
ton, Oct. 25. 1945, revrinted in Federal 
Reserve Bulletin Nov., 1946, pp. 1231-32. 





are payable on demand and be- 
cause deposits often shift from 
one bank to another or from one 
area to another, and, consequently, 
may force the sale of securities 
unexpectedly. 

For the banking system as a 
whole Samuelson has argued that 
losses would not arise from a rise 
interest rates since the banking 
system is a going concern which 
remains invested and which is un- 
likely to lose deposits, i.e., to 
suffer a rate of outpayments 
which exceeds the rate of inpay- 
ments, barring a general demand 
for currency or a forced contrac- 
tion in total bank credit.2° This 
argument implies that the bank- 
ing system is an enclosed and 
consolidated whole, a single giant 
bank which is able continuously 
to reinvest maturing securities at 
higher rates and thereby more 
than compensate in the course of 
time, the depreciation in book 
values of old investments. 


This proposition does not hold 
true for a banking system com- 
posed of 15,000 separate independ- 
ent units among which clearance 
is far from perfect. The individ- 
ual bank is unable to estimate 
with much certainty the timing or 
probable amount of deposit with- 
drawals either seasonally’ or 
cyclically and, consequently, may 
have to sell securities before ma- 
turity and probably at less than 
cost in a period of rising interest 
rates. Moreover, the individual 
bank is compelled to observe con- 
ventional accounting practices in 
the treatment of book losses. For- 
tunateiy, the average maturity of 
bank portfolios is relatively short, 
about four to five yearns, and 
therefore, losses attributable to a 
change in interest rates would be 
limited. 

The fears of potential losses to 
be suffered by debt holders from 
a rise in yields no Government 
securities seem to have been ex- 
aggerated. The losses would be 
greatest in the case of the specu- 
lative holders and in the case of 
those institutions which manage 
their investment portfolios with- 
out regard to the probable amount 
and timing of outpayments and 
which, in attempting to maximize 
current income, have overinvested 
on the assumption rates would not 
rise. Wholesale liquidation of Gov- 
ernment securities with conse- 
quent sudden and sharp deprecia- 
tion in values will not eventuate 
unless induced by inflationary de- 
velopments. To avoid this outcome 
continued market support of Gov- 
ernment -securities through crea- 
tion of money should be aban- 
doned in periods of active busi- 
ness and full employment and the 
rate structure should be made to 
depend for its support upon in- 
telligent management of the budg- 
et and the debt. 


Ineffectiveness of Higher Rates of 
Interest 

The removal of ceilings from 
yields on Government securities 
has been opposed because higher 
rates would not prove effective in 
combating inflation. Essentially 
the argument is that the rate of 
interest has only a limited area of 
influence. Since it is a minor ele- 
ment in cost calculations it is not 
believed to exert much influence 
on investment or savings. Assum- 
ing this to be so it Goes not neces- 
sarily follow that a policy of 
freezing rates is desirable. A pol- 
icy of freezing rates is objection- 
able not because higher rates are 
effective against inflation, but 
rather because the maintenance 
of low rates requires further ex- 
pansion in the supply of money. 
To maintain arbitrarily low rates 
requires that the supply of money 


20 Paul A. Samuelson, “The Effect of In- 
terest Rate Increases on the Banking Sys- 
tem,”’ American Economic Review, March, 
1945, pp. 16-27. 


increase automatically in re- 
sponse to pressure on the adopted 
rate pattern and increase regard- 
less of the conditions that give 
rise to that pressure. The impli- 
cations of this are discussed in the 
following section. 


Implications of Maintaining the 
Wartime Pattern of Yields on 
Government Securities 


The wartime pattern of yields 
on Government securities is an 
unsatisfactory criterion of central 
bank policy because it removes all 
limits upon the availability of 
bank reserves and renders the 
central bank powerless to control 
the supply of deposits. It, there- 
fore, leads to the adoption of 
high reserve requirements, to the 
undermining of the loan functions 
of the commercial banks, and ul- 
timately to the imposition of se- 
lective controls over all types of 
lenders. 

The present type of rate struc- 
ture came into being during the 
1930’s when excess reserves of the 
banks were very large and when 
the Government was relying heav- 
ily upon bank borrowing. The 
marked disparity between short- 
term and long-term rates would 
not have come about if it had not 
been for the bank demand and the 
fact that the maturity of bank 
purchases was shorter than the 
maturity of the supply of market- 
able debt. The maintenance of this 
maturity pattern of yields is de- 
pendent upon the continued ab- 
sorption of Government securi- 
ties by the commercial banks or 
by the Federal Reserve Banks, i.e., 
upon the continued expansion in 
the supply of money. 

A curve in which yields ascend 
with maturity carries with it the 
implication that rates will rise. It 
is illogical to select such a curve 
for freezing. If the market is gen- 
erally convinced that this struc- 
ture will be maintained, maturity 
becomes a matter of indifference 
and, consequently, investors will 
purchase the . longer maturities 
fwhich afford the higher yields. 
Forcés are set in motion which 
would produce a more horizontal 
curve if this were not prevented 
by the absorption of short-term 
securities by the Reserve Banks.?1 


The Government securities held 
by commercial banks are consid- 
ered by many persons to be in- 
fiationary because they can be 
exchanged for reserves. Govern- 
ment securities are therefore re- 
garded as “excessive” reserves 
which afford the basis for a po- 
tential expansion of bank de- 
posits.22 Because of this it is pro- 
posed to raise reserve require- 
ments or to impose special re- 
serve requirements in the belief 
that these devices would prevent 
further expansion of bank de- 
posits. Such measures can not 
prevent deposit expansion if the 
rates are pegged at low levels. The 
need for such measures rests not 
upon the mere circumstance that 
the banks hold large amounts of 
Government securities but upon 
Reserve Bank purchases of Gov- 
ernment securities at guaranteed 
prices, i.e., upon the maintenance 
of the rate policy. The sale of 
Government securities now held 
by commercial banks for the 
purpose of making new loans or 
investments will inflate total bank 
deposits only if the securities are 
purchased by the Reserve Banks. 
This will not happen if the secur- 
ities are sold to non-bank buyers. 


Even if higher reserve require- 
ments are imposed, the Reserve 
Banks can not prevent an expan- 
sion of commercial bank deposits 
if rates are pegged in the face of a 
widespread demand for funds. If 


21 Once rates are frozen gratuitous prof- 
its are certain to be realized from ‘riding 
the curve.’’ These profits can be realized 
because the prices of Government securi- 
ties move to a lower yield basis and rise in 
rrice as the period of their life to maturity 
becomes shorter. 

22 Board of Governors of the Federal 
Reserve System, Annual Report for the 
year 1945, page 4; Committee for Economic 
Development, “Jobs and Markets,’ Chap- 
ter VI, Jan. 4, 1946; Henry C. Simsons, 
“Debt Policy and Banking Policy,” The 





Review of Economic Statistics, May, 1946, 
Pp. 86. 





because of higher reserve require- 
ments commercial banks are pre- 
vented from making additional 
loans and investments, non-com- 
mercial bank holders of the 
debt may be induced to sell 
securities to meet the demand 
for funds. The Reserve Banks 
must purchase these _ securities 
to maintain rates. No power 
over reserve requirements can 
prevent a rise in commercial bank 
deposits which results from Re- 
serve Bank purchases of Govern- 
ment .securities. Recent proposed 
versions of the 100% reserve 
plan23 could prevent the supply 
of money from expanding in re- 
sponse to the discretionary lend- 
ing and investing activities of 
commercial banks but could not 
prevent devosits from expanding 
in response to growth in total re- 
serves. If rates are pegged high 
reserve requirements merely alter 
the basis on which deposits ex- 
pand, but do not insure that the 
deposit expansion wil] be any less 
than it would be without high 
reserve requirements in a free 
money market, 

It is difficult to reconcile the 
view of the Reserve Board Chair- 
man that the debt is a demand 
liability and, consequently, that 
rates must be maintained, with the 
Board’s view that a rise in total 
deposits should be prevented. 
However, some writers attach no 
importance to the fact that freez- 
ing of rates requires a rise in the 
quantity of money. They imply 
that further increases in the sup- 
ply of money will merely be held 
voluntarily by individuals in lieu 
of Government securities as, it has 


,often been observed, was the case 


during the War years. They fur- 
ther imply that the quantity of 
new money would not exceed the 
amount needed to satisfy the li- 
quidity desires of the public and 
would have no effect upon the 
demand for private securities, for 
capital goods, or for consumer 
goods. 


The fact that rates are frozen 
may decrease the proportion of 
money needed to satisfy liquidity 
desires with the result that ex- 
cessive money holdings may be 
spent. The ex-post equivalence of 
savings (as measured by the dif- 
ference between disposable in- 
comes. and consumer expendi- 
tures) to money plus Government 
securities plus private debts and 
equities of individuals gives no 
clue to the functional relationship 
of the quantity of money to the 
other factors in the equation. 
This equation would be satisfied 
at any level of total expenditures 
and regardless of the proportion 
of savings in the form of money, 
the prices of securities, or the 
level of commodity prices. 


Under conditions of full em- 
ployment the maintenance of a 
fixed pattern of rates becomes es- 
sentially a device by which an in- 
crease in private investment ex- 
penditures plus Government ex- 
penditures is financed by the cre- 
ation of money. The method by 
which aggregate expenditure is 
financed is of importance because 
it may affect total incomes and 
total expenditures. 


Generally speaking if expendi- 
tures are financed by the banking 
system, i.e., by the creation of 
money, total incomes will rise by 
a greater amount than if expend- 
itures were financed by borrow- 
ing Or by taxation since the new 
money represents a net addition 
to total income payments. Money 
creation does not involve off- 
setting effects upon total income 
that may accompany taxation or 
borrowing from non-banking 
sources. In a depression money 
creation may be a_e desirable 
method of stimulating a rise in 


23 Board of Governors of the Federal 
Reserve System, Annual Report, 1945, p. 8; 
Lawrence’ Seltzer, ‘““‘The Changed Environ- 
ment of Monetary Banking Policy,” Papers 
and Proceedings of the American Economi2 
Association, Cleveland, Ohio, Jan. 27, 1946; 
Committee for Economic Development, 
‘Jobs and Markets,” Jan. 4, 1946; Simeon 
E. Leland. ‘“‘The Government, the Banks 
and the National. Debt,” Commercial and 
uwenancial Chronicle, Vol. 163, No. 4456, 
Sec. 1, Jan. 17, 1946, p, 28 B-4. 





national income but it can hardly 
be so regarded once physical and 
human resources are fully em- 
ployed if its main effect is to in- 
flate prices. 

Where expenditures are fi- 
nanced by money creation, the 
only quantitative control possible 
is over the timing and amount of 
expenditures. The advocates of 
freezing rates on Government se- 
curities, or of further reducing 
those rates have not, however, of- 
fered any clear cut criteria for 
controlling expenditures. The in- 
ference is that Government net - 
cash expenditures, or surplus, 
would be made to vary in such a 
way as, on the one hand to pro- 
mote full employment, and, on the 
other hand, to prevent inflation of 
commodity prices. 

The continuance of a policy of 
maintaining the wartime pattern 
of yields therefore raises the 
question whether we can rely 
upon fiscal controls over the vol- 
ume of money in place -of the 
former quantitative controls of the 
central bank. At this stage of de- 
velopment fiseal controls do not 
appear to offer the necessary 
flexibility and probably would 
not afford this flexibility without 
the grant of autonomous pow- 
ers to the Treasury. Disagreement 
is widespread regarding the tim- 
ing and the proper technique of 
controlling Government.cash ex- 
penditures (or surplus)—whether 
by varying taxes or by varying 
expenditures or by both. More- 
over, there is little agreement 
upon debt management and as 
yet relatively little attention has 
been given to the technique of 
employing Government cash sur- 
pulses in the retirement of debt, a 
device which might be used if 
Government hoarding of cash is to 
be avoided. 

The policy of maintaining the 
wartime pattern of rates does not 
in itself afford any solution to 
the problem of monetary control 
even though bank reserve require- 
ments are raised to high levels. 
On the oontrary, this. policy 
merely involves the surrender of 
existing central bank control and 
forces still greater reliance upon 
fiscal controls, which are neces- 
sary in any event. 

_—_———_— LL 


McKendrew Pres, of 
Commodity Exchange 


Edward L. McKendrew, Vice- 
President of Armand Schmoll, 
Inc,. hide dealers, was elected 
President of Commodity Ex- 
change, Inc. of New York on Jan. 
23 at the organization meeting of 
the Exchange’s newly-elected 
Board of Governors. He succeeds 
Philip B. Weld, partner of Harris, 
Upham & Co., who has served in 
the Presidency during the last 
four years. One of the founders 
of the New York Hide Exchange, 
in 1929, Mr. McKendrew was ac- 


tive in formation of Commodity 
Exchange in 1933, through con- 
solidation of the Hide Exchange, 
New York Rubber, National Raw 
Silk and National Metals Ex- 
changes. On the Board of Gov- 
ernors continuously since 1933, he 
was twice elected to the Presi- 
dency in 1941 and 1942. 

Floyd Y. Keeler, partner of 
Orvis Bros. & Co., was re-elected 
Treasurer and four Vice-Presi- 
dents were elected to head groups , 
within the membership, viz.: Rich- 
ard F. Teichgraeber, Commisson , 
House Group; Milton R. Katzen- 
berg, Hide Trade Group; Martin 
H. Wehncke, Metals Trade Group 
and Paolino Gerli, Silk Trade 
Group. Six members of the Board . 
of Governors were re-elected in 
the annual election and two new 
members, Albert A. Garthwaite, 
President, Lee Rubber & Tire 
Corp. and Spencer W. Frank, of 


May, Borg & Co. 
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A Federal Labor Court—Is It Needed? 


(Continued from page 605) 
sibiities have been imposed upon | 
the owners and managers of | 
properties which can be _ used 
either to serve or to exploit the 
public. 

At the same time, the govern- | 
ment has a duty to establish the | 
ways and means for the peaceful 
and just settlement of economic | 
conflicts of interest. If powerful | 
combinations of labor and of| 
capital are left entirely free to’ 
pursue self-interest, the result | 
will not be a workable, competi- 
tive economy. The result will be 
a continuing warfare between 
Zigantic private forces, out of 
which private gains will be small 
and temporary, and public losses 
will be large and irreparable. The 
civilized way to avoid such con- 
tlicts has always been to establish 
an administration of justice and 
to make it the duty of law-abiding 
citizens to use the peaceful means 
at their disposal for the eventual 
settlement of all serious disagree- 
ments. 





Public Tribunal Better Than | 
Compulsory Arbitration 


It is a common misunderstand- 
ing that any compulsory arbitra- 
tion of labor disputes must mean 
a political restraint upon the free- 
cdiom employers and employees to 
establish their relations by a 
voluntary agreement. Of course 
Jabor relations should be estab- 
jJished on the basis of voluntary 
agreement if that is possible. But 
when one party to a proposed 
bargain is permitted to coerce the 
other party into making an agree- 
ment to which he is bitterly op- 
posed, there is in fact a compulsory 
arbitration by private force. Cer- 
tainly the decision of an impartial 
public tribunal would provide a 
better form of compulsory arbi- 
tration than this. 

Then there are many situations 
in which a'‘stoppage of production 
or distribution will inflict such 
intolerable hardship upon a com- 
munity that government in self- 
protection -*must end’ economic 
warfare and, by executive, judici- 
al, or legislative action, decide the 
controversy. In these circum- 
stances,. the passage of an emer- 
gency law, or the dictatorial use 
“of executive powers, is certainly 
‘a poor form of compulsory arbi- 
“tration compared with the en- 
forcement of a judicial decision 


unsettled dispute over the con- 
tractual or legal rights and obliga- 
tions of employers and employees. 
There should be no more difficulty 


‘in establishing the principles and 
‘standards for making decisions, 


and the methods of enforcing de- 


‘cisions, in these labor cases than 
| 


in a multitude of cases decided 
every day in the courts. 

There is a second class of labor 
disputes which could not be as 
easily settled by a law requiring 


'their submission to a labor court. 
| Those are disputes which arise in 


the making or revision of a con- 
tract between management and 
labor or in dealing with the ex- 
ercise of managerial controls in 
such matters as discipline or op- 
erating methods which often can- 


i\not be regulated by precise con- 


cractual obligations. Many of these 
disputes are of a minor character, 
and should not be made the sub- 
ject of a petty lawsuit. A litigious 
person on either side could use 
such suits as a means of continual- 
ly harassing and coercing the 
other party. 

On the other hand, major dis- 
putes over what agreements 
should be made between manage- 
ment and labor are those most 
likely to result in strikes and 
iockouts. I will assume that the 
Federal Labor Court envisaged by 
Judge Knox would be given 
jurisdiction over, first, unsettled 
disputes involving the interpreta- 
tion and application of contractual 
and legal obligations, and, second, 
unsettled disputes over the mak- 
ing or revision of agreements, but 
only when a failure to settle such 
disputes threatens a stoppage of 
production or distribution which 
is a matter of serious public con- 
cern. 


|Courts Should Be No Substitutes 


For Voluntary Agreements 


If we are to preserve the value 
of collective bargaining proce- 
dures and voluntary agreements, 
the parties to a multitude of 
minor disputes which may affect 
interstate commerce should not 
be invited by law to transfer their 
responsibilities to a court and to 
substitute judicial decisions for 
voluntary agreements which 
might be reached if no other op- 
portunity for peaceful settlement 
were available. A very human 
tendency to “pass the buck” in the 





founded upon a judicial hearing 


nd a cool consideration of all| would certainly incline many rep- 


| resentatives of 


public and private rights involved. 


making of difficult decisions 


both labor and 


|private injury will result from an: judges instead of on the basis of the elements of cost, 


established principles of economic 
justice. A labor court, by a suc- 
cession of decisions, would proba- 
bly become offensive to large 
numbers of both business man- 
agers and labor leaders and be 
subjected to political attacks 
which would destroy it if the gen- 
eral public manifested only a mild 
interest in its preservation. 

It would also be difficult to 
make sure of the appointment to 
such a court of men of true im- 
partiality and broad vision, with- 


ces. There would be undoubtedly 
heavy political pressures and poli- 
tical campaigns waged to bring 
about the appointment of men who 


or the other, and /whose ideas of 
the public interest ‘might be based, 
on the one hand, largely on a 
desire to preserve a free economy 
and to protect capital investments 
or, on the other hand, largely on 
a desire to move toward a social- 
ized economy for the supposed 
protection and promotion of the 
interests of the wage earners. 


Difficulties in Applying Economic 
Principles 


These considerations emphasize 
the importance of the second 
question which I would raise, and 
that is: How should the economic 
principles and standards be es- 
tablished which a labor court 
could apply and thus avoid mak- 
ing rather arbitrary decisions 
based apparently un varying and 
uncertain standards and arising 
out of the somewhat rough and 
formless ideas of economic justice 
which impressed the court in the 
consideration of particular cases? 


The great difference between a 
judicial judgment in the ordinary 


umes of judicial 
and applications of general prin- 
ciples and standards made in spe- 


ards for judicial decision of labor | arbitration, for the purpose of de- 
| disputes, that, in a free economy | ciding the immediate case. If sueh 
| such as we hope to preserve, all! a decision has unfortunate results 
| ' price, and| and is subject to just criticism by 
profit or compensation can only) either of the parties or by the 
be determined with approximate | public, there will be at least the 
fairness by free and fair competi- 


out pronounced economic prejudi- | 


_tion. Thus, before any arbitration | 
| tribunal should be called upon to. 
|decide a labor dispute, there | 
should be available prevailing | 
standards which have been deter- 
| mined by the interrelated opera- | 
| tion of competition and voluntary 
| agreements. 
| Compulsory Arbitration Should 
Not Be the Rule 


Let me repeat, as I have often | 
said, that compulsory arbitration | 
should be the exception and not! 


| assurance that when the next con- 


troversy arises calling for a com- 
pulsory settlement, a new tribue 
nal will be created, thus keeping 
alive in all concerned the hope ef 
eventual justice. 


One of the great advantages of 
a jury trial is that litigants are not 


/required to submit their contro- 
| versies over and over again to @ 


body which may be regarded as 
prejudiced or incompetent. 


Let me ventyre one suggestion 
which has been inspired by the 
plan of Judge Knox, but for which 


would at least lean to one side} 


the rule. When compulsory ar-| he can disavow any responsibility. 
bitration becomes the rule, there is} We might consider the establish- 
no escape from the result of a| ment of a permanent judiciary, a, 
planned economy—not a planned| member of which would be the 
economy resulting from the plan-| presiding officer of any arbitra 
ning of industrial managers, sub-| tion tribunal, but without vote. 
ject to restraints by organized la- | He would aid the arbitrators im 
bor and by government, but an} the same way that a judge aies 
economy directly planned by the| but does not participate in the 
government for the purpose of de-| deliberations or decisions of a 
termining what products should | jury. This would provide skilled 
be produced, by what methods,| men trained in the law to maim 
and what wages should be paid,| tain orderly procedures and to see 
and what capital returns per-!| that the arbitration board stays 
mitted in order to carry out aj| within the limits of its jurisdiction 


civil or criminal case and the 
judgment sought in a labor dispute 
case lies in the fact that the courts 
of today enforce principles and 
standards laid down either in stat- 
utory law or in the course of the 
long development of the common 
law; and they are aided by vol-| 
interpretations 


social program. Such a social pro- 
gram in a socialized state would 
be ostensibly designed to serve the | 
greatest good of the greatest num- 
ber. But we have had convincing 








demonstration of the fact that a 
government-planned economy is a 
politically-planned economy de- 


political party in power. 
government control of 


Suee 
industry 


entire life of a people and the 
repression of individual liberty, 
and can only be maintained 
through the use of ruthless force 
by a ruling class who ‘inevitably, 
according’ to human nature, will 
be guided by their own interests 
and by concepts of the public in- 
terest with which large fractions 
of the public will inevitably dis- 
agree! 
Conclusions 


And so it seems to me that, first, 




















industries and those disputes 


signed to serve the interests of a| 


means a government control of the | 


of society instead of being handed’ structive of the general welfare. | 
down as the judgment of one man.| Those who engage in such indus- | 

But, in seeking to establish | tries, whether they are investors, | 
principles and standards for the) Managers, or employees, should | 
decision of labor disputes of great) Understand that, if the scope of| 


and has properly presented for ite 
consideration all the pertinent 
facts and arguments helpful to a 
decision. 


This suggestion is advanced be- 
cause I realize the value of a 
competent and permanent judici- 
ary in the administration of. jus- 
tice. At the same time, I realize 


4| the difficultties in the way of es+ 


tablishing permanent courts for 
the settlement of economic con- 
troversies which involve in their 


| most serious aspects, not the de— 


termination of what the rights of 
men are, but rather the deter— 
mination of what their rights 
should be. Or, let me put it this 
way: These economic contro— 
versies require a decision, not ef 
| what justice is, when well-estab— 
‘lished principles and standareés 
| are applied to what was done yes— 
_terday or is being done today. 
| They call for a decision of what 


compulsory arbitration of labor! justice should be in what is go- 
disputes should be limited to those| jing to be done tomorrow, a de 


cision fit for honorable mention in 


cific cases either by the courts; wherein it can be clearly estab-| the records of our eternal compro- 
alone or with the aid of adminis-| lished that stoppages of produc- | mising between what ought tobe 
trative bodies. Thus the decision | tion and distribution will menace; done, or what we would like te 
is given the weight of a judgment | public health or safety and be de-| do, and what we can do! ‘ 





Gottron Named to Head 


For centuries, the most impor-| management to stick to a proposi- 
tant conflicts of interest in our|tion completely satisfactory to 
society have been determined their constituents and to evade 
through processes of compulsory |the responsibility of making a 
arbitration which are approved|compromise decision, if this re- 
and exalted as the administration | sponsibility could be transferred 
of justice. |'to a court. Furthermore, any such 

And so, at the outset, let me say | drastic limitation upon the powers 
bluntly, that, so far as the plan|of employer and employee rep- 
of Judge Knox provides for the|resentatives alike to fight out 
compulsory arbitration of labor their differences, when no great 
disputes of public concern, it does | public injury is likely to result, 
not run counter to.any principles| would be strongly opposed by 
which, in my judgment, must be| prevailing opinion. The idea is 
adhered to in order to maintain still commonly held that persons 
the freedom of enterprise or the| possessing _economic powers 
freedom of labor. | should be permitted to use them 

, \freely to advance their private 
Classes of Labor Disputes Should) interests, even when considerable 

Have Separate Consideration damage is done to the public in- 

There are, however, two classes|terest and to other private in- 
of labor disp&tes which should be | terests. 
considered separately. One class| But, assuming that only major 
consists of disputes over the in-| disputes would he presented to a 
ierpretation and application of | federal labor court, two further 
contracts, or disputes over the ap-| questions arise: 
plication or enforcement of a/| 
legal obligation. The law should | Objections to Permanent Tribunal 
provide for a judicial decision of First, would a permanent tribu- 





such disputes. 


public concern, we find that the 
wage - price - profit relationships 
are exceedingly complicated. It 
might be posisble to adopt stand- 
ards of profit related to current 
returns expected from capital in- 
risks assumed by the investors. 
termine a total allowance for 
wages by deducting from gross 
revenues all material costs, a fixed 


then to divide the remaining rev- 
enue among the workers as com- 
pensation for their contribution. 
But the mere statement of such a 
formula indicates the impossibility 
of its exact application. Prices in 
a free economy are supposed to be 
regulated by supply and effective 
demand and by the competition of 
other products for the consumer’s 
dollar. Fair wages involve a de- 
termination of the monetary value 
of a worker’s contribution, a con- 
sideration of his subsistence needs 
and of an existing and an attain- 
able standard of living, and of cus- 


Then it might be possible to de-| 


return on capital, taxes, etc., and | 


| 


vestments in accordance with the | peacefully, 


| 
} 


1 
| 


| 


their operations is so great and| Cleveland Stock Exch. 


monopolistic that the public be-| CLEVELAND, OHIO — Richaré 
comes dependent upon them for A. Gottron, a partner of the firm 
the necessities of life, they must|of Gottron, Russell & Co. and 
take the responsibility of Janae dahioe in the Cleveland Securities 
their disagreements | Traders Asso- 
while maintaining con-| ciation, is the 
tinuity of operations, or they must| Only nominee 
submit to a temporary fixing of| for the pres- 
the terms of their cooperation by | idency of the 
impartial public authority. If such!C leveland 
a doctrine was established, it) Stock Ex- 
would operate as a positive de- change _ for 


resolving 





terrent to industry-wide controls | 1947. Mr. Got- 
of production, prices, or wages by| tron now is 
either management or labor. Un-| Vice - Presi- 
der such a doctrine, both manage-| dent of the 
ment and labor would be com-| Exchange. 

pelled to choose between restrict-| The follow- 





ing their activities so that they did | ing were nom- 
not become a matter of public con-| inated by the 
cern, or accepting the responsi-|; Exchange's 
bilities which must be imposed by | 2 0 minating 
law on those who, having acquired | committee for ; 
the power to do a great wrong, | the board of governors: Morton 
cannot be left free to pursue self-| A. Cayne, of Cayne & Co.; Lloyd 


Richard A. Cottron 


|interest without due regard for the 'O. Birchard, of Prescott & Co.; 


interests of others. Under such a} 


i Cl land 
doctrine, neither management nor Frank C. Gee, of First Cleve 


There would be advantages in 
having at least a trial court estab- 
lished with a special and clearly 
defined jurisdiction to handle such 
labor cases. The law of its crea- 
tion would 


nal be preferable to the establish- 
ment of temporary boards of arbi- 
tration to deal with separate or 
related disputes One obstacle to 





the success of a permanent tribu- 


'nal would be that it would almost 
then make _ labor| inevitably incur the hostility of 


organizations plainly suable and|one party, if its decisions were 
capable of being sued. It should! usually satisfactory to the other, 


provide also for the bringing of 
suits by public. authority or by 
third parties when public or 


labor would be left free to main- 
tain their disagreements to the 
point where their failure to agree 
would result in serious public 
injury. 

Second, when it is necessary in 
exceptional cases to resort to the 
public decision of an industrial 
| controversy, there should be a 


tomary differences in a just re- 
ward for skill, experience, educa- 
tion, and many, many other factors 
which defy exact determination. 
Furthermore, wages must be di- 
rectly related to production meth- 
ods, to the efficiency of employees, 
and to the hours of work. 


It is my conclusion, without go- 





iand be charged with ~>2ciding 
cases on the basis o* che economic 
and social predilections of the 


machinery for establishing a tem- 
porary judicial tribunal, com- 
monly referred to as a board of 





ing too deeply into this difficult 
problem of ascertaining the stand- 





Corp.; David G. Skall, of Skalt, 
Joseph & Miller; Edward E. Par- 
sons Jr., of Wm. J. Mericka & Co.; 
'Clemens E. Gunn, of Gunn, Carey 
& Co.; Guy W. Prosser, of Merrill 
Lynch, Pierce, Fenner & Beane, 
now completing his second term 
‘as mart head, and Daniel Baugh 
\III. Election will occur at the an- 
lnual meeting Feb. 19. 
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“Our Reporter on Governments” 


By JOHN T. CHIPPENDALE, JR. 





Prices of government securities continue to hold near the top of 
the recent trading range, despite differences of opinion on the near- 
term outlook of the market... . Some hold the opinion that prices 
are not vulnerable at these levels, although there might be minor ad- 
justments from time to time. ... Periods of hesitation, or unimportant 
down swings in prices, have turned out to be areas of consolidation, 
which have cleared the market of temporary over-bought posi- 
tions. ... 


While sensitive to news, particularly to statements from the 
monetary authorities, it is not believed that the market’s present 
balance will be upset or any important change in the trend of 
prices take place until there is a new issue of long-term bonds. 
..- Such an offering is not expected for some time to come by 
this group... . 


GOOD DEMAND 


Although the floating supply of securities will increase as prices 
advance, particularly the bank eligible issues, demand is and still 
should be ample to take these offerings without affecting very much 
the general level of the market... . Absorption of the larger supply 
of securities improves the whole position of the market, since not all 
of the funds realized from the sale of eligible issues will go into cash 
or short-term securities. ... There are, and will continue to be, pur- 
chases of long-term restricted obligations for income. ... This will 
take up the issues that are being sold by institutions and individuals 
that will need funds for their own business and other purposes... . 

As for the bank eligible issues, the shift in holdings, which 
have been the most important market factors, should continue for 
some time. . . . This movement from shorts to longs, and vice- 
versa, should not have a noticeable effect on the market... . 
Changes in positions made so far have resulted in price move- 
ments, have been pretty much of a standoff. . . . The elimination 
of speculators last year put the market much more on an invest- 
ment basis... . 


RATE PATTERN TO STAY 
Purchases of government securities made recently have been 


almost entirely for income, and holding to maturity, which means | 


they would probably not be disturbed, irrespective of price trends. 
.. . Also the end of the inflation fear, which seemingly takes along 
with it the prospects of a boom, probably removes one of the greatest 
threats to a change in interest rates, as well as the equilibrium of the 
government bond market. ... The rate pattern will not be changed 
despite opinions to the contrary, until there are more data available 
on basic economic trends. .. . If anything should happen to money 
rates, it is more likely they will ease a bit, particularly if business 
conditions should deteriorate somewhat... . 


INVESTORS WARY 


On the other side of the picture, there are those who believe that | 


the market is moving up to levels that it will not hold too long, be- 
cause investors are becoming more skeptical about putting funds to 
work at these prices. .. . It was also pointed out that institutions 
are not showing a tendency to follow prices up, with this particularly 
true of the restricted bonds... . 


Where positions have been taken on by insurance companies 
(especially the big ones) in the longer-term ineligibles, it has 
been because they have sold out eligible obligations. . . . Very 
little new funds are going into leng restricteds from these 
sources. ... 


Volume in many issues has tended to decrease sharply at recent 
trading sessions as prices hovered about their tops of the present 
trading range... . Sales must be made in most instances before pur- 
chases will be undertaken, because investable funds are either being 
kept part in cash, and part in short-term issues, and are not being 
put into the market at these levels. ... 


MONETARY POWERS WATCHING 


vene either directly or indirectly if the market should move up very 
much from current levels. 
part of the powers that be, will tend to hold the market in check, and 
ee prospective buyers out of it, until it moves down to lower 
levels. ... 


Although economic conditions will be all-important in deter- 
mining future financing policy, it is held in some quarters that 
there could be an offering of long-term bonds to non-bank in- 
vestors, at any time, particularly if needed to halt an upward 
— in the market. ... This would mean lower prices for all 

ues. ... 


Offerings of securities by other investors, especially those by 
business concerns and some individuals in order to meet the needs 
for working capital and allied purposes, will increase and there will 
not be sufficient demand at these levels to absorb the new supply... . 
Also a trading market is expected in the financial district and a trad- 
ing market was never a one-way affair in either direction. . . . There 
are many holders of government securities that have profits, that will 
be taken as soon as there are signs that the market is topping out. 
. .. These sales would tend to bring the level of prices down... . 


STRONG ARGUMENTS 


Those on the bullish and bearish side of the government market 
appear to have ample arguments to support their respective views. 
. «.. Whether the market is in as good shape as some seem to think it 
is, and those that are looking for lower prices are doing so in order 
to’ get back into the market again, because they are sold out bulls, 
is something that time alone will tell... . It should, however, not be 
long before the answer is known... . 





| peace, 
| harm to us all. 

There are appearances of over-bought positions in certain issues, | 
although so far this has not been substantial enough to mean very | 
much... . It is felt that the monetary authorities are ready to inter-| 


| appear 


/any source whatever. 


very important. ... The partially exempts were in demand and made a| ganized labor or organized capi- 


good showing... 


tions. . 


MODERATE PRICE INCREASES 


. The ineligibles were bought by trust accounts, | tal. 
pension funds as well as smaller institutional investors. ... 


The larger New York City institutions took on the longer 
restrieted issues, as part of switches out of the eligible obliga- 
. . Quite a bit of shifting of holdings among non-bank 
investors seems to be going on now... . 


Each of them is a powerful 
economic force; and usually, each 
_of them wants all that it can get 
|—_—by fair means or foul. But 
| whatever be their desires—what- 
| ever be their demands—whafever 
be their respective rights—the 
‘right of this nation to live in 
| peace and security, together with 


Although there have been considerable discussion about the up-| the Government’s right to sover- 
ward trend of the market and some apprehension over the level at 'eignty, are matters that transcend 
which government securities are selling, price advance since the end | and outrank them all. 


of last year has been rather moderate. . : 
since the year-end, that has been largely responsible for the cautious | is 
attitude among some money market followers. . . 


. . It is this price increase The United States of America 


| itself a Union. It is made up 
'of forty-eight indestructible states, 


The best showing of all issues from the end of last year to and it has a membership of 140 


date, was in the partially exempt bonds, with the 2%s due 
1955/60, the 234s due 1958/63, the 2\%4s due 1954/56, the 2s due 
1953/55, and the 2%4s due 1956/59, the leaders in that order... . 


The 234s due 1960/65, showed only a slight price rise. . 
intermediate maturities still seem to be the most attractive of thes: 
.. While these securities all advanced since the close of 1946. 


bonds. . 


million men, women and children. 
| In order to make the world a safe 
'place in which to live, our Union 
|—- yours and mine — recently 
waged war against the enemies 
|of mankind. In that struggle, we 
| massed the collective strength of 


. . The 


the largest gain was only % a point, not enough to set the market 0n| the land and, in our effort te as— 


fire. . ... 


INELIGIBLES 


|sure our freedom, poured out 
| wealth and treasure that are be- 
| yond calculation. But, we did far 


The ineligible bonds made the next best showing but here again | more than that. We sacrificed the 
increases have not yet exceeded % of a point, nothing to get ex-| lives; we shattered the bodies and 


cited about.... 


The 2\%s due 1962/67, 1963/68, 1964/69 were the best actors, 
followed by the 2's due 1965/70, the 2'4s due 1959/62 and the 


2s due 1966/71... . 


The smallest gain of all was in the 2s of 1967/72. ... 


OTHER LEADERS 


The eligible taxables as a group made-the most limited. gains of | 
all issues with top advances only about ™% of a point. ... The leaders 
were the 2s due December 1952/54, the 2s due Sept. 15, 1950/52, 
| the 24%4s due 1952/55, and the 2%s due 1952/54...... Next came the 2s 
due 1951/55, the 2s due 1952/54, the 2%s due 1956/59, and the 2s 


due March 15, 1950/52. ... 


Increases of less than % ef a peint was registered in the 
2l4s due 1956/58 and the 2%s of 19677725 :":-. 
The 114s due Dec. 15, 1950, were praetically unchanged, which 
gave added proof to reports of trading out of this security into better 


yielding issues of about the same 





ruined the health of hundreds 
,upon hundreds of thousands of 
the flower of American youth. 
Are we now to be told that all this 
was in vain? Are we to under- 
stand that, while Hitler and 
Mussolini are dead and gone, their 
places have been filled by other 
| men—our own blood and kindred 
,—and that their despotisms will 
|supplant those of the dictators 
‘who no longer. encumber the 
earth? My answer to these ques- 
| tions is in the negative. I hope 
yours may be the same. 


In speaking as I have, I trust 
I have not been violent. If so, I 
apologize. Nevertheless, the pres— 
ent situation as respects manage— 
ment and labor, requires that men 


maturity. | speak plainly and forcibly. Other 





which it is now perodically sub- 
jected, I should have no hesitancy 


'in doing so. 


Over the past 30 years, I have 


'had occasion to see labor and 


management at their best, and at 
their worst. At their best, they 
were a boon to all mankind. 
Working together they felled for- 
ests, developed mines, built rail- 
ways, improved technologies and 
showed us a way to comfort, lei- 


/sure, prosperity and happiness. At 
| their worst, they mistreated each 


other, acted unfairly, breached the 
and brought insufferable 


For years and years, to be more 
specific, capital was rapacious, 
selfish, bold and domineering. Its 


| policy was to have and to hold 
. . . The threat of intervention on the| power and to grasp for more. It 
|exploited labor, practiced extor- 
tion on the public, and corrupted 


government. Its strength was so 
great, its prestige so vaunted, its 
arrogance so bold, as to make it 
that plutocratic wealth 
was invulnerable to attack from 
But, how 
are the mighty fallen! The Inter- 
state Commerce Act, the Sherman 
Anti-Trust law, and the Security 
and Exchange statutes, and like 
legislation, have _ effectively 
checked the predatory raids on 
which capital formerly engaged, 
and today, concentrated wealth— 
chastened and humbled—holds a 
cup in its hands, and asks for gov- 





ernmental alms. 


| Labor Waxed Strong and Great 


| Labor, in the meanwhile, by 
Congressional enactment, and 
court decisions, waxed strong and 
became great. Under shibolleths, 
such as the right to strike, the dig- 
| nity of labor and a higher stand- 
ard of living, it has been granted 
an immunity that is not only un- 





men, upon similar occasions, have 


AV a ‘ certainty done ~ ong them 
. bs 

“We Can and Must Have “:: 7:7," 

| . uw 

Industrial Peace! 


(Continued from page 605) 


of railway and coal mine strikes, 
/ he was moved to say: “There are 
some things in which society is 
so profoundly interested that its 
interests take precedence of the 
interests of any group of men 
whatever.” He further remarked: 


reply. It defies the government 
and treats its officials with con- 


tempt. As and when it wills, labor) «. vr , ; 
establishes a picket line and is it- Fhe difficulty, shout stitutes 


self the sole judge of the justifica- like that we have passed through 


: - is this that the main partner is 
tion of that establishment. Those left out.of the reckoning. Thes 
who dare cross that line are the) 


: 2 ; men were dealing with one an- 
butts of we and prem 4 the other as if the only thing to set- 
objects of felonious assault. Upon 41. was between themselves, 


such occasions, the law—yours and | whereas the real thing to settle 


one seit ggace 8 <r _— was what rights had the 100 mil- 
ooKs on wi ulg ‘ lion people of the United States. 


pickets often take possession Of | phe business of government is to 
property to which they haven't the! <4. that no other organization is 
slightest claim, and it is sometimes | as strong as itself, to see that no- 


burned and destroyed. body or group of men, no matter 


Bw. Beyng Peto _ nce Pe what their private interests, may 
° 2 . -**? come into competition with the 
so ruthless and dictatorial, so in- authority of coolaty.” 


i listic, that , : 
considerate and monopolistic Another luminary of America— 


it dares declare—to you and to| ; 
me—and to the Seite ta general Mr. Justice Holmes—once spoke 


—_that we shall eat and drink— in a similar vein. He said: “I have 
that we shall be warm or cold— | "0 doubt that when the power, 
that we shall travel or remain at|¢ither of capital or labor, is as— 
home—that we shall, in a sense, | serted in such a way as to attack 
live or die, as and when its lead- | the life of the community, those 
ers—drunk with power, and filled | who seek their private interest at 
with the opiate of authority— | Such cost are public enemies and 
sound the bell that summons us Should be dealt with as such.” . 
to heaven or to hell. From this quotation, my vehe- 
In making these statements, let ;mence, if any, would appear to 
me assure you that, notwithstand- | be something less than that of 
ing the sins of management, I am | Mr. Justice Holmes. I wish to take 
not the enemy of management. | vengeance upon no leader—either 
Let me doubly assure you that, | of industry or of labor. I have no 
notwithstanding the sins of labor, | wish to destroy, or*indeed impair 
I am not the enemy of labor. It| the power, of any well disposed 
is my wish and desire; it is in-| labor organization. The purpose 
deed my earnest prayer, that each | I have in mind. is that leaders of 
of these groups should thrive and | both management and labor, to- 
prosper, and that each of them | gether with the groups over which 
should have every right and priv- | they exercise authority, shall be 
ilege to which it is entitled. At| subjected to the obligation that 
the same time, there is one thing rests upon each and every citizen 
that I emphatically insist must | of the United States. That obliga- 
come to pass. It is that neither | tion is that when a citizen exer- 


capital nor labor, whether acting 
separately or together, shall have 
the power to deprive you and me 
of the necessities of life. 


cises his rights and privileges, he 
shall do so in a manner that will 
not inflict undue injury and suf- 
fering upon his fellow men. If this 
obligation be not observed, the 


MARKET ACTION f | justified, but positively danger- 

The market pattern is still about the same with buying of the ous to public security and wel- 
eligibles going on for the purpose of building up income and, to a fare. It now dictates to manage- 
lesser extent, rearranging maturities. Shifting of maturities is still ment, and management dares not 








Nothing Sacrosanct About Labor | persons or the communities, that 
In my judgment, there is noth-| are aggrieved, can resort to an 
ing sacrosanct about either or- American court, and there obtain 
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the protection and redress to 


which they may be entitled. 


Capacity of the Judicial Process 


Upon this theory, and in reli- 
ance upon the ability and capacity 
of the judicial process to render 
justice whenever it needs be ad- 
ministered. I propose that when | 
labor disputes bid fair seriously 
to affect the normal channels of 
iriterstate commerce, and are 
found to be incapable of solution 
through negotiation, mediation, 
arbitration or other peaceful pro- 
cedures, they be settled by judi- 
cial decision, and not by gage of | 
battle. 


‘It is my belief that nowhere | 
else in all the world does fairness 
and impartiality prevail to a 
greater than in the Federal Judi- 
cial estabishment. I also believe 
that if courts of the United States 
were authorized to exercise juris- 
diction over such labor disputes, 
they could and would determine | 
these controversies with right and 
justice to all concerned. If so, a/| 
blessing—devoutly to be wished— 
would descend upon this pres- 
ently tortured and troubled land. 

e resulting social and economic 
gains would be of inestimable 
benefit—not only to capital and | 
labor—but the country as a whole. } 

‘As bearing upon this statement, | 
let us glance at the eeonomic 
loses that strikes bring about. Ac- 
cerding to the Department of La- | 
bor, this country, in the first six 
months of 1946, suffered 85,500,- | 
000 man days of idleness. This. 
loss amounted to 2.39% of all 
working time. The _ resulting 
monetary loss to the workers is 
reliably estimated to be $770 mil- 
lions or $250 per man. 


These figures, unfortunately, do | 
not take into account the losses | 
that came to workers who, not. 
being on strike themselves, were 
forced into idleness because of 
their employer’s inability to ob-. 
tain supplies on which their | 
workers could operate. 


The Impact of Strikes 


-But, there is more! You and I, 
as well as wage-earners, feel the 
impact of strikes. They tie up 
our supplies of goods, deprive us 
often of milk, groceries, coal, 
drugs and medicines. Being un- 
able to get the things that are 
needed for health, comfort and 
convenience, our living standards 
must necessarily fall. Being re- 
quired to pay abnormal prices for 
the things that can be obtained, 
the purchasing power of our 
money is correspondingly re- 
duced. If, due to a trolley or bus 
strike, your children are unable to 
attend school, they are subjected 
to a loss that is beyond redemp- | 
tion. And if, because of a rail or 
coal strike, you cannot properly 
heat your home, and someone. 
dies, as a result, the responsibility | 
may well lie at the doors of labor 
or capital, or both. 


If labor courts were to come 
into existence, and were to gain 
the respect and confidence of both 
employers and employees, many 
strikes might easily be avoided. 
Pending the settlement of a dis- 
pute between management and 
labor, workers could stand—not 
in a bread line—but at their ma- 
chines; they could live in peace 
instead of being engaged in war; 
they could retain their « self- 
respect by acting as law-abiding 
citizens, and in refraining from 
becoming thugs and ruffians; their 
families, instead of being fright- | 
ened, anxious and distressed as to 
what may happen to them, could 
have a sense of security, together 
with assurance that, whatever be 
the merits of the controversy in- 
volved, each of the participants, 
along with the public, would have 
justice under the law of the land. 

These are some of the objec- 
tives for which I strive. It is en- 
couraging to note that, across this 
land, thousands and thousands of 


operation. 


| your 


‘seldom wish to relinquish it. 


| conviction. 





persons—workers included—hope 
that these ends may be attained. 
Members of Congress have con- 
sulted me 





| 


with respect to the 





feasibility of what I suggest, and | 
‘one of them, a prominent Senator,|doms about which we prate so 
‘has been supplied with the text of | 
a bill that is designed—if it should | 


be enacted—to put the plan into 
This bill was drafted 
by my friend, Nathan April, of 
New York. For what he has done 
in the way of supporting my pro- 
posal, I wish publicly to thank 
him, and here and now, I express 
my gratitude. 


Just what, will 


if anything, 


_eventuate, I am unable to say. I 


hope, nevertheless, that something 
worth while will come to pass. If 
this, perchance, should also be 
attitude, I trust you will 
make bold to declare yourselves. 
By so doing, it is conceivable that 
you may lend assistance in see- 
ing to it that your country and 
mine—once and for all not only 
recovers, but henceforth will ex- 
ercise the rightful authority of 


‘the American people. 


Foresees Opposition 
The measures I have in mind 


‘will be vigorously—perhaps bit- 
_terly—opposed. Those who are in 


possession of irresponsible wr 
n 
any such situation, I hold a firm 
It is this: when irre- 
sponsible power is possessed by 
any man, or by any group ef men, 
that power, whether or nof it be 


exercised, is a constant and threat- 
ening menace to the peace, order 
'and welfare of organized society. 


That such power has been fre- 
quently exerted, and is today be- 
ing exercised adversely to the 
interests of the American people, 
is within the certan knowledge of 
every person in this room. For our 
mutual protection, and for the 
maintenance and dignity of our 
birthrights, it is essential that 
those who hold this power should 
be forced to relinquish it. 

The opposition that I anticipate 
will come from both labor and 
management. A dozen leaders of 
union labor have already ex- 
pressed themselves as being an- 
tagonistic to the scheme I have 
outlined. This opposition was to 
be expected and is welcome. It is 
their desire that private might 
shall take precedence over public 
right, and that they may continue, 
as and when they choose, to en- 
gage in warfare against the citi- 
zenry of the United States. Their 
attitude should convince us that 


‘if some of our leaders of labor 


be not curbed, they may, conceiv- 
ably, wreck industry, destroy the 
capitalistic system, and change 
our form of government. Within 
my own courtroom, a communis- 


‘tic labor leader has openly de- 


clared that if the court could not 
find the money to meet his de- 
mands, it would be well to per- 
mit the company whose affairs 
were under administration, to be 
operated by its employees who, 
he said, were the true owners of 
its property. 

Management, too, will not will- 
ingly submit to the judicial super- 
vision of its relationship to labor. 
Management says that, if this 
were to come about, it would im- 
pose restrictions upon the right of 
free enterprise. For this alleged 
reason, management prefers to 
maintain its present privilege to 
fight labor—and to do so unto the 
death. Management seems to for- 
get that many of the industries, 
of which it has control, have to do 
with essential services and that, 
with respect to them, the public 
interest is paramount. I refer to 
common carriers, such as railways, 
telegraph and telephone facilities. 
I refer, too, to the production and 
distribution of coal, oil, gas and 
electric curent. I further refer to 
the production and fabrication of 
iron and steel, and the manufac- 
ture-of automobiles. And finally, 
let me say that the public is vi- 
tally interested in the production 
of milk, butter and other food 
products:.As respect these mat- 
ters, certainly, the- quarrels be- 
tween management and labor 
should never be permitted to de- 
velop into a war against society. 


Of what good are the four free- 


loudly if the contending factions 
of management and labor instant- 
ly, and without provocation, can 
deprive us of each and every one 
of them? 

Still other persons will say: 
“Under the plan you have in 
mind, labor would be deprived of 
its right to strike.” “This right,” 
they will declare, “is so vital that 


that labor’s right to strike is in 


necessaries of life. Nor, in my 


strike, we should also remember 
the union members who go on 
strike—not because of their wish 


These men, I have reason to be- 
lieve, 


it must never be surrendered.” | 
By way of reply, I wish to remark | 


no way superior to my right, at | 
all times, to be supplied with the | 


judgment, is labor’s right to strike | 
above and beyond the right of a | 
man to work. And then, too, as we | 
give thought to labor’s right to’ 


| shal. 
to do so—but because they must. | 


can be counted by the) 
the thousands. If any one of them | 
refuses to strike, or dares criticize | 
the leader who calls an unwar-| 






office of the court’s clerk shall | treated fairly: 
also be located in that city. 


and by which this 
_ country can be relieved of the 
Fifth—Three of the Associate | travail of civil war. 


Judges shall be designated to each| , Let us remember with Mr. 
of the three divisions, and be the | Justice Cardozo that—“Property, 


/permanent judges for each such | like liberty, though immune under 


division. The two remaining As- | the Constitution from destruction, 
sociate Judges shall be designated | 'S "Ot imune from regulation es- 
as Judges at Large. They shall be | sential to the common good. What 
resident in Washington and shall | that regulation shall be, every 
perform such duties as the Chief | 8°neration must work out for it- 


Judge assigns them. | self.” (Benjamin N. Cardozo, in 
é & = \“The Nature of the Judicial 
Sixth—The court shall have'| Process”. ) 


jurisdiction to evoke, hear and | 


A . RPE i an err 
ing to do with Interstate Com- | First National Bank 
ve Of Memphis Promotes 


merce. 
Seventh—The court shall 

equipped with such facilities and| MEMPHIS, TENN. — Hugh F 
clerical aid as may reasonably be | Sinclair, Assistant Manager of 
required. It shall also be pro-| the Bond Department, First Na- 
vided with the services of a Mar-| tional Bank of Memphis, was 
made an As- 
sistant Vice 
President o f 
that institu- 
tion in Janu- 
ary. Mr. Sin- 
clair, a native 


Eight—Any employer or labor 
union who or which is party to 
a labor dispute may petition the 
court for the settlement thereof, 
with the exception that if a party 
is represented by a bargaining 


ranted strike, he is a marked man) agent, such agent shall be before 
from that day on. By one pre-| the court. The Chief Judge shall 
tense or another, suspension or ex-| determine the prima facie suffi- 
pulsion from the union is likely | ciency of the petition. An answer 
to be his portion. When this oc-| shall be filed on behalf of each 
curs, the worker will be deprived | respondent and the case will then 
of his job, and prevented from| stand at issue. A time and place 
getting another. Indeed, luck will| for the hearing of the controversy 
be his if he be not subjected to| shall then be fixed. The merits, 
mayhem, and torture. And _ yet,| thereupon, shall be heard by three 
whatever happens to the worker,| judges of the Labor Court, and, 
he is from a practical staridpoint,, in any judgment rendered, at 
without the slightest chance of re-| least two of the judges must con- 
dress. Repressed in their utter-| cur. Such decree as may be made 
ances, dominated in their actions,| shall embrace a specific direction 
and victimized frequently by of-|Or award on each demand in 
ficials who should give them pro-| issue. 

tection, the lot of many of our) : — nites 

workers has about it some of the| ogNinthIn deciding case, the 
characteristics of serfdom. These principles: 

conditions should, and ultimately | 











must end. 


be observed that no right is an 
absolute. Theoretical right is one 
thing; actual right is quite an- 
other. And, theoretical 
whenever they are about to col- 
lide with each other, must be sub- 
jected to mutual adjustments. 
Such adjustments of your rights 
and mine are the reasons why 
you and I—day in and day out— 
can live our lives—not only with- 
out friction, but 
amity. For like reason, labor’s 
right to strike may possibly have 
to undergo qualification, and be 
curtailed. For my present discus- 


is hardly more than an academic 
abstraction. Under my proposal, 
partiality in labor disputes would 
bor, having obtained a_ better 
would be without the necessity for 
strikes. The right to strike is of 


of importance is thereby to be at- 
tained. If that end may otherwise 
be attained, and with more like- 
lihood of justice, the right to 


tually been replaced by something 
better, viz., the attainment of jus- 
tice through the medium of law. 


Outline of a Labor Court 
Now, at the risk of committing 
a trespass upon your time, let me 
give you a brief outline of some 
of the principles by which my 
labor court would be guided: 


First—The establishment of a 


a Chief Judge and eleven Asso- 
ciate Judges. 


Second—Sessions of the court 
shall be held in New York, Chi- 
cago, San Francisco and Washing- 
ton, D. C. 


Third—The Court shall have 


and Western. 


Fourtht—The Chief Judge shall 
preside over sessions of the court 





that are held in Washington. The 





rights, | 


in peace and) 


sion, however, the right to strike | 


give way to impartiality, and la- | 


method of obtaining its just ends, | 


value only when some proper end | 
| standards. 


strike has lost its value—has ac-| 





Federal Labor Court to consist of | 





(a) No settlement decree shall 


(b) No decree shall require that 
any employee be or remain a 
union member; 


(c) The wages payable to an 
employee shall not be withheld 
from him for any reason unless 
prescribed by a law of the United 
States; 


(d) No employer shall be re- 


quired to pay an employee any | 


monies other than as wages; 

(e) Confiscatory wages shall 
not be awarded; 

(f) No settlement decree shall 
contain an award that will pre- 
clude a fair profit to the employ- 


er. Neither shall it be made upon | 


the premise that an employee is 
entitled to share in the profit of 
the employer. 


(g) Consideration shall be 
given to prevailing rates of wages 
in the industry involved and to 
the effect of a rise or fall in wages 
upon the general economy, and to 
the adequacy of existing living 


(h) In fixing wages, the court 
shall take into account, an em- 
ployer’s past, present and future 
profits. 


Tenth—If a settlement decree 
awards employees a rate of 
wages that is higher than that 
previously existing, the new rate 
shall be retroactive to the time of 
beginning suit, and such sums 
shall carry interest at six percent. 


Eleventh — Settlement decrees | 
shall be enforced by injunctive | 


decrees, receiverships, and other- 
wise. 


This, gentlemen, is a mere 
sketch of the jurisdiction and pro- 
cedural details of the plan that 
has occurred to me. I am not 
irrevocably committed to any one 
of the items to which I have re- 
ferred. What I have said is merely 


three divisions, to be known re- | suggestive. It is my hope, never-| 
spectively as the Eastern, Central | theless, that some of you may 


meet together and evolve a feas- 


ible and just means by which in- 


dustry may thrive; by which la- 


| bor and management may be 





of North Car- 
Olina, became 
associated 
with the First 
National in 
1940 as Mis- 
Sissippi repre- 
sentative. He 
entered the 
Navy in 1942, 
and was re- 
leased three 
years later with the rank of 
Lieutenant in the U. S. N. R. In 
January, 1946 he was made’ As- 
sistant Manager of the Bond De- 





Hugh F. Sinclair 


| partment. 
| The bank also advanced four 


other members of its personnel: 
| James F. Hunt to Assistant Vice 
President, Howard Brenner to 
Auditor and J. C. Wyckoff and 


| be inconsistent with any law of| Robert D. Lambert to Assistant 
Right te Strike vs. Right to Live | the United States which regulates 


But, reverting to the matter of | Maximum hours of labor or mini- 
the right to strike, the right to| ™Um rates of pay; 
live, and the right to work, it is to) 


Cashier. Allen Morgan, Executive 
Vice President, was elected a di- 


rector. 


Helene Curtis Stock 
Placed on Market 


| Simons, Linburn & Co., on Jan. 
| 28 offered 60,000 shares of 50-cent 
cumulative convertible ($5 par) 
preferred stock, series A, of 
Helene Curtis Industries, Inc. of 
Chicago. Of the total offering 40,- 
000 shares initially are being of- 
fered to employees of the com- 
pany for a period of 30 days at 
| $9.50 per share. The balance of 
| 20,000 shares, plus all of the stock 
not subscribed for by employees 
is being offered to the public at 
$10 per share. The company, 
|formed in 1928, is the nation’s 
'largest manufacturer of beauty 
parlor supplies and equipment. 
| Proceeds of this financing 
will be added to the general 
| working funds of the company. It 
‘is the present intention to use 
| these funds to finance carrying of 
| inventories, to pay operating ex- 
| penses and to finance accounts re- 
_ ceivable. 


| The new series A _ preferred 
stock is redeemable on 30 days’ 
| notice at the option of the com- 
| pany at any time in whole or in 
part at $11 per share plus any un- 
| paid cumulative dividends. The 
preferred stock is convertible into 
/common stock at an initial rate of 


_two shares of common for each 


| share of preferred. 


When organized under Illinois 
laws of 1928, the company was 
' known as The National Mineral 
| Company. From Nov. 27, 1945, to 
| Oct. .26, 1946, it operated under 
the name of National Industries, 
|Inec., and on the latter date its 
| present name was adopted to take 
| advantage of the good-will estab- 
| lished under its trade name of 
“Helene Curtis.” 

In addition to the manufacture 
'and sale of beauty supplies, 
beauty equipment, and furniture 
'for beauty shops, the company 








also manufactures 16-mm film and 
sound projectors. 
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America Has Lost Much of Its “Good Form’ 


(Continued from page 590) | 
foriu, We pat.ern of its national | 
existence, began to change. 

Taking advantage of a deep de- | 
pression that troubled the minds 
of the nation, torgers of a “bet- 
ter way of life” began to put their 
ideas to work. Ideas on credit and 
debt mixed ia a clash of economic 
and social ideologies. We began | 
tilting at windmills with new 
definitions of credit. We sought to 
find an easy solution to economic 
and social problems through lib- 
eral use of public credit. 

Money and credit throughout 
history have always been an easy 
f.eld in which to sell magic to the 
public and the alluring prospect of 
solu'ion for our problems through 
government spending found ready 
acceptance. Our national concept 
turned from its historical form of 
individual self-reliance to one of 
looking toward Washington for 
help. Every class of society—the 
unemployed, the worker, the 
banker, the business man, the 
farmer — called upon the Federal 
Government for services or bene- 
fits or both. Chambers of Com- 
merce asked for Federal aid in all 
kinds of civic projects. And out 
rolled from the Federal treasury 
the thrift and savings of past gen- 
erations gathered in by public 
borrowings. 

We used government credit lib- 
erally without regard to cost or 
economic value. 

The paradox of financial history 
is that through inflation of public 
credit we sought solution of prob- 
lems which the inflation of private 
credit had inspired. Recall with 
me that in the late twenties, 
sound principles of credit had 
been ignored, we used private 
credit liberally without regard to 
economic value, we organized cor- 
porations and we built buildings 
for the purpose of selling stocks 
and bonds, instead of selling 
stocks and bonds for the purpose 
of organizing economically sound 
corporations and building needed 
buildings. 

Sooner or later a reaction had 
to set in. It did. Values collapsed. 
‘The nation lay prostrate. But that 
was private credit, we were told. 
Public credit was different. Public 
debt didn’t matter. 

A substantial opinion at that 
iime supported this new school of 
credit and debt and with Federal 
funds freely flowing we revived 
in America the ancient cult of 
worship for the state. 


Up until Pearl Harbor nothing 
much had happened. Nothing 
much except an increase in pub- 
lic debt of roughly $50 billion and 
through government absorption of 
savings large areas of our finan- 
cial economy had been trans- 
formed into system of State 
Capitalism. 

Came an unavoidable war with 
its inescapable need for billions, 
and additional billions were 
spread properly to our Allies un- 
der lend lease agreements. But at 
no time shall we be discussing 
war debt. The war debt is a debt 
we incurred to protect again the 
“good” American form we are dis- 
cussing. 

Effects of Peace 


Came peace . . public debt 
still did not matter for the new 
school of debt continued in ses- 
sion, and therefore there was little 
er no demand for economy in gov- 
ernment. Requests for benefits 
and services to special classes 
grew to new heights, subsidies of 
various kinds and credit guaran- 
tees of various kinds multiplied. 
Every nation of the world that 
Jound itself unequal to the task 
of solving its own social and eco- 
nomic problems looked to the 
United States Treasury for finan- 
cial -aid.. We delivered surplus 
goods abroad running into billions. 
We liberally extended additional 
billions of foreign credit in ex- 
change for promises to pay and 


s 


a 


very little else from some debtors, 


|around $260 billion. 


questionable. 

Such is the background of our 
present national debt, which on 
net balance after high taxes, is 
In addition 


jat least, whose ability to pay is) taxes 


J 


are still inadequate for 
sound financial planning by the 
Federal government on the basis 
of projected income and expense 
figures. 

Forgetting for the moment va- 


to this direct liability, contingent | rious bills for benefits or services 
liabilities of government on guar-| to special groups totalling 30 to 40 
antees and subsidies of one sort) billion dollars that have already 
or another run into uncounted|been introduced, the 80th Con- 


billions more. Examples: 
government obligation to 
port farm prices.. 
toreign loans. 
tions of the 41 or so corporations 
qualified to make loans and, un- 
der statutes setting them up, to 
float billions of securities. These 
losses as they occur—as they cer- 
tainly will in some amount—be- 
come a direct charge on the Fed- 
eral credit. 


“How much owest thou?” On 
the direct debt alone? The aver- 
age citizen does not realize what 
the amount of the public debt 
means to him. But breaking it 
down helps. The amount of the 
present debt means $1,800 for 
every individual; $8,500 for every 
family. The people of Baltimore, 
Maryland, owe as their share 
773,190,000. 


You may ask at this point why 
so much familiar financial his- 
tory? And the answer I give is 
that this is the background against 
which problems of the present 
appear; we need this history as 
prologue because, to quote a clas- 
sic: ““To understand our tracts, we 
must find their roots.” 


Fiscal Problems 


Two grave problems face this 
country today in connection with 
fiscal affairs of government, and 
upon their solution rests every- 
thing we hope to achieve as a 
nation in the future. One of these 
problems is to find enough taxes 
to carry the present public debt 
and the current high costs of gov- 
ernment without destroying rev- 
enue-producing activities. The 
other problem is to uproot teach- 
ings of the false and futile school 
that debt doesn’t matter and to 
replace it with a broad political 
will for a balanced Federal Bud- 
get. 


The solution of the two prob- 
lems will not be easy. Let me 
elaborate. 


On the question of finding 
taxes without destroying revenue- 
producing activities: 


Effect of Present Taxes 


Without another dollar added to 
the Federal debt to increase the 
cost of carrying it and with cur- 
rent costs of government any- 
where near present levels, the 
tax-take already stunts’ the 
growth of business, especially 
small and medium-sized business, 
which must plow back profits in 
order to flourish. For business 
and the individual, taxes at pres- 
ent levels undoubtedly destroy in- 
centives to gain. A business or a 
man who ventures and gains 
$50,000 only to owe half of it to 
the government is under no great 
urge to take all the risk and all 
the problems that go with earn- 
ing large incomes. In addition, 
taxes at present levels chisel 
from weekly pay envelopes bur- 
densome amounts, much of which 
represents the channeling of pur- 
chasing power from support of 
productive activities of commerce 
into non-productive activities of 
government. 

A thouand dollars paid in taxes 
by a man of average income 
means a thousand dollars less for 
purchasing automobiles and _ re- 
frigerators and radios and other 
things. And inasmuch as an aver- 
age of 80% of the sales price of 
these products is labor, a thousand 
dollars less purchasing power 
means $800 less employment for 
those who make automobiles and 
refrigerators and radios and other 





things. 


The | gress just convened has received 
sup- | a budget bill recommended by the 
. any losses on | present Administration calling for 
. . losses on opera-|€xpenditures of 37% billion dol- 


lars. While on the other side of 
the budget, tax income is esti- 
mated at very little below war- 
time levels, although the prospect 
of declining taxes, even at present 
rates, seems clearly visible ahead. 

Optimistically the Administra- 
tion hopes to» have a surplus of 
$100 or $200 million. 

With uncertainties ahead, this 
is very close estimating . . there 
comes to mind the story of the) 
bookkeeper who at the end of the | 
year produced his ledger and 
proudiy told his employer that 
there was a profit. “Very good,” | 
said the employer, “but you’ve put 
the profit in red ink.” “Yes, sir,’ 
replied the bookkeeper, “but we) 
didn’t have any black ink and had | 
I bought black ink, there wouldn’t | 
have been any profit.’ * 

Relatively in amount this story | 
fits the small margin of surplus | 
projected in the Federal Budget | 
just submitted to the Congress—a | 
margin dangercusly below that | 
needed for safe financial planning | 
on so large a scale. It is danger- | 
ous because we have reached a 
point in the fiscal affairs of the 
nation where we should no longer | 
take chances on incurring govern- | 
ment deficits. “Inflationary fluff” | 
in the form of government deficits | 
should be stopped now—indeed | 
must be stopped now—for a bal- 
anced budget is the only road to. 
social and economic progress. It 
is the only way to prevent pro- 
gressive accumulation of public 
debt which must ultimately en-| 
danger the Government itself. 

This is no private opinion of 
mine. It is the lesson history 
teaches. 

Edmund Burke, way back in| 
history, gives us one of the best. 
Gefinitions of the danger of ex-)| 
cessive public debt: “Public debts | 
are likely in their excess to be-| 
come the means of their subver- | 
sion. If governments provide for 
these debts by heavy impositions 
they perish by becoming odious to 
their people.” 


Put another way, this merely 
means that as taxes become so- 
cially undesirable in a free gov- 
ernment they become politically 
inexpedient. Those who levy 
odious taxes are voted out of 
office. 


Paying Off Debt by Inflation 
The lesson history teaches jis 
that this leaves government debt 
to be reduced or paid by the most 
vicious form of all taxes — infla- 
tion—a tax which falls heaviest 
upon those least able to bear it. 
But that is history you may say. | 
Lack of greater sensitivity to 
present high taxation has been | 
due up to now to an increase in/' 


real income among lower wage) 
groups during the temporary and | 
unnatural war economy. As real 
income declines due either to 
lower wages or to inflated prices, 
sensitivity to high taxes will be- 
come more apparent. 

The conclusion which I have 
tried to reach so far is that pub- 
lic debt is debt, to be treated as 
such, to be renewed, extended, 
and refunded from time to time as 
sound. management of public 
credit dictates: that this must be 
accomplished within limits of a 
compensating. tax program that 








will not reduce revenue producing 


ven so, these damaging high activities; that will not slam the! 


_ vested 
|“pump-primers” who will 


| brakes down hard on business and | Federal treasury. 
industrial effort. 


Will Budget Be Balanced? 
And this brings us logically it 


seems to the second problem we} 


mentioned—creating the political 
will for aq _ balanced Federal 
budget. 

In our democratic process the 
only way to stop deficit spending 
by government as an instrument 
ot public policy is to develop the 
political will tor it among those 
who hold voting control. it may 
be that the process is already 


underway — conversation around | 
Washington since the Nov. 5 elec- | 


tion gives some indication that 


sounder approach to public spend- | 


ing is in the offing. But can we be 
sure about this? The indications 


are not at all clear, the bills to- | 


talling thirty to forty billion dol- 
lars already introduced 


What we need to do its to build 
among the sensible majority of 
voters in this country a sounder 
understanding of, and a greater 


support for proper management of 


public credit which cannot be 
undermined by pressure groups or 
interests now, or by 
move 
in later when the going gets 
fough. 

Easy? Not at all and for several 


reasons. 


Henry Hazlitt in his interesting 
book “Economics In One Lesson”’ 
points out that the great fault of 
the spend-and-spend-by-govern- 
ment school is that it fixes its 
gaze on immediate benefits and 
completely overlooks. secondary 
consequences. Mr. Hazlitt had 
something else in mind, but cer- 
tainly one secondary consequence 
of Federal aid is that reliance 


/upon government by so many for 


so much has been partially re- 
sponsible for the national fatigue 
that is hindering industrial prog- 


| ress at this time. Eighteen months | 
is 


after war, when production 
needed to stem a tide of inflation 


| that is running, absenteeism is at 


an all-time high. Unemployment 


'rolls are padded while work waits 


for millions. 


Reliance on Federal Aid 

The primitive perversity of 
laziness has been encouraged, in- 
dividual initiative and individual 
resourcefulness has been numbed 
among millions, either by direct 
government aid or by the expec- 
tation of government aid. 

Federal funds are being paid to 
an 
of 
one kind or another and it will be 
difficult to get large numbers of 
these interested in a _ balanced 
Federal budget if it means less 
money for them. 


Evervone likes government pro- | 


tection, government aid. There is 
no record in history of any human 
being who wanted to be “weaned” 
away from government aid. Many 
years ago former United States 
Senator Robert L. Owens of 
Oklahoma speaking on this point 
told the story of a s:x foot, six- 
teen vear old boy chasing his 
mother through the corn field, 
howling, “Damn her hide, she’s 
trying to wean me.” 

Please understand, however, we 
are not condemning all govera- 
ment aid. There are great and 
deserving needs which govern- 
ment must support: Many de- 
mands for public aid nave strong 
emotional appeal. 


No one here is without sym- 
pathy for the social unfortunate 
and we are all willing to provide 
a floor fer these high enough to 
violate no one’s self respect. We 
can all think with deep emotion 
zbout the nation’s obligation to 
the returned veteran, we’ can 
think with still deeper emotion 
about those who did not return 
and about their loved ones who 
weep. The ‘hunger and’ despair of 
peoples in war—devastated. na- 
tions of the world—pull at our 
hearts. 

But national solvency comes 
ahead of all claims against the 


in the! 
new Congress are disturbing. 


estimated 20,060,000 Federal | 
/employees and_ beneficiaries 


About public 
| debt we must be cold, dispassion- 
_ate, rational. We cannot feel about 
| public debt, we must think. 

For without financial stability 
in government there can be no 
stability anywhere, If the govern~ 
ment of the United States, respon- 
sible as it is for monetary sta- 
bility, keeps living beyond its 
means and makes up the differ- 
ence with new money, the inevi- 
table result will be a gradually 
rotting currency that will destroy 
all thrift, all savings, all dollar 
rights to veterans’ claims, social 
security, and everything else. 

In the end the _ inflationary 
| worst would happen—national in- 
solvency, frustration, national de- 
| struction. 

Could this happen here? It could 
of course. But as an incorrigible 
believer in the intelligence of the 
majority of the American people 
| —their tendency to “ultimately do 

right’”—I don’t believe that it will 
| happen here, We could, however, 
| seriously damage for several gen- 
erations the bright future that is 
| before us by failing to put our 
| Federal financial house in order— 
| now. 
| Toward this end there is a na~ 
\tion-wide educational job to be 
done, and I am presuming in con- 
| clusion to say that in helping to 
| get this job done all of us share a 
high responsibility. 
| In our own ways, let us all work 
itoward an America better in- 
formed on the whole question of 
| public credit and public debt, so 
'that the political will of the na- 
‘tion will support in government 
'men of courage needed to solve 
| grave problems which the present 
|high debt poses. Those we have 
discussed, others you will think of, 

But whatever the problems be- 
hind the curtain of the future, if 
I may return to our theme, let us 
meet them in good American 
|\form. They will be easier to meet 
that way. 

Let us get back more to depend- 
ing upon the historically basic 
American form of individual self- 
reliance and individual resource- 
fulness. Let us get back to self- 
faith; renew and refresh the 
courage of American pioneers, 
‘turn our backs on collectivism in 
government and revive more of 
the voluntary collectivism that 
characterized the growth of this 
nation, the spirit of the bees, the 
quilting bee, the husking bee, the 
collectivism which plowed a sick 
neighbor’s acres, collective log- 
ging to build a house, or a barn, 

Let us safeguard the financial 
and physical health of America by 
working at building the moral and 
'spiritual foundations of individ 
uals, for they are government. 

My last line I have borrowed 
from another. 

“Men and women are the es- 
sential elements of a nation dnd 
the nation will be precisely what 
they are.” 

———E—_- 


OIT Raises Quotas for 
Foreign Producers 


The Office of International Trade 
has announced that foreign proj- 
ects producing tin, lead, zinc, 
hard fibres, edible vegetable oils, 
petroleum, sugar and rubber are 
now eligible to secure scarce ma- 
terials beyond the commercial 
quotas. Certification must be 


given by the OIT that they are 
essential to the foreign projects 
concerned. 


James Carrigan Joins 


Francis I. duPont & Co., mem- 
bers of the New York Stock Ex-- 
change and other leading ex-~- 
changes, announces that James E. 
Carrigan has joined the firm and - 
will manage the branch office at 
630 Fifth Avenue in conjunction 
with DeWitt H. Roberts. 
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Transportation Outlook—1947 


(Continued from page 594) 
pages to the degree experienced 
in 1946, the 1947 rail freight vol- 
ume in ton-miles should be some- 
what greater than in 1946. Con- 
tinuation of car shortages may be 
expected, but gradual improve- 
ment in car supply during 1947 
seems likely. 

Freight traffic increased sharp- 
ly from July through October 
with loadings rising to a peak of 
942,000 late in October (highest 
level since 1930). Revenue ton- 
miles during the third quarter fell 
only 5.6% short of the level in 
the corresponding period of 1945, 
compared with a decline of 25.3% 
in the first six months of 1946 
from the same period of 1945. The 
heavy freight volume in the late 
Summer and Fall of 1946 was ac- 
companied by severe car shortages, 
which reached a peak of 39,089 
(24,839 box) during the week 
ended Nov. 2. 

Class I railroads installed 34,127 
new freight cars in the first ten 
months of 1946, but destroyed or 
dismantled 23,968 cars and other- 
wise disposed of 26,424 cars. Box 
cars comprised 15,293 of those in- 
stalled and 12,747 of those de- 
stroyed or dismantied. 

The total number of serviceable 
ears owned by class I roads de- 
<lined from 1,687,499 on Jan. 1, 
1946, to 1,676,103 on Nov. 1, or by 
11,396 cars, according to data from 
the Association of American Rail- 
roads. Despite this decline of 
0.7% in serviceable freight car 
supply during the first ten months 
of 1946, there is reason to think 
that the downward trend may be 
halted, and may even be reversed, 
in 1947. The rate of delivery of 
new cars by builders showed a 
tendency to increase in 1946. Dur- 
ing the third quarter, an average 
of 4,123 cars (1,888 box) were in- 
stalled monthly, compared with a 
monthly average of 3,043 cars 
(1,281 box) in the first half of 
1946. New cars on order Nov. 1 
totaled 62,145 (29,176 box), com- 
pared with only 37,130 (17,219 
box) on order Jan. 1. 

The maintenance of industrial 
and agricultural production at 
high levels will require continued 
maximum utilization of car sup- 
ply. Delivery of cars presently on 
order, however, may reduce or 
eliminate current shortages and 
may permit some slight relaxation 
of existing controls on car utili- 
zation. 


Revised Estimate 


The railroads’ revised estimate 
of 1947 passenger traffic shows a 
decline from 65 billion passenger- 
miles in 1946 to 46.3 billion in 
1947, or 28.8%, Whether this esti- 
mate proves to be precisely cor- 
rect, it seems probable that the 
1947 level will be considerably 
below 1946 despite an expected 
high level of economic activity 
and consumer income available 
for travel. 

Revenue passenger-miles of 
«lass I roads were estimated by 
the carriers at 55.7 billion for the 
first ten months of 1946, a decline 
of 19.5 billion, or 25.9%, from the 
«corresponding period of 1945. Of 
this decline, 4.1 billions were ac- 
counted for by the decrease in 
organized troop movements. No 
doubt much of the rest of the de- 
crease is attributable to the falling 
eff of service-connected travel 
other than organized troop move- 
ment. In 1947 this type of travel 
‘will be less than in 1946, 

Besides the loss of most of the 
war-created military travel, rail- 
roads are. faced with the loss of 
2n increasing share of the traffic 
diverted to them from other agen- 
cies of transportation during the 
war. Intercity and _ suburban 
buses, airlines and the private 
automobile will offer formidable 
eompetition for passenger traffic 
in 1947. The railroads, however, 
are taking steps to meet such com- 
petition. Improvements in service 
are being made by adding new 
equipment, speeding up schedules, 





and offering through sleeping-car 
service from coast to coast. 


Motor Carriers 

The intercity for-hire trucking 
industry carried more tonnage in 
1946 than in 1945 and there is 
some indication that local truck- 
ing likewise made a gain during 
the past year. Because of the 
close relation between the level 
of industrial production and the 
demand for trucking service, the 
entire trucking industry stands 
to benefit from whatever increase 
in the output of goods occurs in 
1947. 

Intercity common and contract 
motor carriers of property suf- 
fered a slump in business for the 
first few months after the war’s 
end as a result of reduced output 
of goods which move in large vol- 
ume by truck, The recovery in 
the second and third. quarters of 
1946, however, was pronounced. 
Class I truck tonnage in the first 
quarter of 1946, based on a large 
sample of carriers analyzed by 
the American Trucking Associa- 
tions, was 7% under the first 
quarter of 1945, and mileage was 
down 5.3%. In the second quar- 
ter, tonnage was 1.9%, and mile- 
age 5.3%, above the corresponding 
period of 1945. The third quarter 
showed even more favorable re- 
sults, with tonnage 9.8%, and 
mileage 12.1% over 1945. 


Index of Tonnage 


The ATA index of tonnage car- 
ried (1938-40 equals 100), based 
on a smaller number of carriers 
than in the foregoing sample, was 
182 for the first ten months of 
1946, compared with 179 for the 
first ten months of 1945, an in- 
crease of approximately 1.7%. As 
an indication of the high level of 
operations in recent months, it 
may be noted that in August and 
October, 1946, the index stood at 
204, the second highest monthly 
indexes ever recorded by ATA. 

With these facts in mind, it 
seems ‘clear that truck tonnage 
has reflected increases in produc- 
tion since the first part of 1946 
and will continue to respond to 
changes in the level of industrial 


output. What is less clear is the 
extent of any divérsion to the 
trucking industry which might 


take place as a result of increases 
in rail freight rates, authorized 
by the Interstate Commerce Com- 
mission, effective on Jan. 1, 1947. 
A rise in local trucking business 
seems likely because of traffic 
arising from transfer of goods to 
and from the terminals of other 
carriers, and a larger volume of 
retail and wholesale deliveries as 
consumer goods become available 
in greater quantities. 


Bus Picture Mixed 


Intercity bus _ transportation 
presents a mixed picture at the 
moment, Some companies report 
that their volume of passengers 
has continued practically at war- 
time levels while others have in- 
dicated that their traffic has lev- 
eled off somewhat lower than 
1945. Taken as a whole, the vol- 
ume of traffic during 1946 has 
continued at a slightly higher 
level than anticipated since the 
production of private passenger 
cars has been below that expected 
at the beginning of the year. The 
industry expects that its traffic 
volume during 1947 will decline 
below the present volume, but 
will be somewhat higher than 
that of 1941, 


Passengers carried by city and 
suburban lines in 1946 held at ap- 
proximately 1945 levels, and the 
transit industry expects to main- 
tain a high volume of traffic dur- 
ing 1947. A principal difficulty 
from which this industry suffers 
is shortage of new equipment. On 
Sept. 1, 1946, the industry had on 
order over 1,400 P. C. C. cars of 
which it may receive delivery of 
300 to 400 units during 1946; trol- 
ley coaches on order exceed 3,500 


but not more than 10% of these 
will be delivered before the end 
of the year. An even less favor- 
able report was received regard- 
ing delivery of other busses. 

The outlook for passenger au- 
tomobiles in 1947 seems encourag- 
ing. Registrations in 1946 exceed 
those of 1945 by approximately 
1,600,000 units, and the industry 
proposes to construct 4,000,000 
cars during 1947. Many of these 


cars will replace automobiles 
which will be discarded during 
the year, but the production 


should result in substantial 
crease of new equipment. 
Estimates of the Public Roads 
Administration indicate that in 
September, 1946, total travel on 
rural roads exceeded that in Sep- 


the West a sharp rise occurred 


in- | 
| senger traffic has been increasing air fares or quality of service. 


tember, 1941 by almost 3%. In| 


large proportion of the total air- 
cargo business has been handled 
by non-scheduled and contract 
carriers. During August, 1946, for 
example, five of these lines alone 
Carried nearly three-fourths as 
many ton-miles of traffic as did 
all of the scheduled airlines under 
both their air express and air 
freight services. It is difficult to 
project the outlook for the growth 
of the 


nonscheduled _ services, 
partly because so little is known 
‘about their present economic 


characteristics, and partly because 
of the uncertainty regarding pos- 
sible future regulation of their 
operations, 

In recent months, airline pas- 


| rapidly, at least partially through 
|diversion from surface carriers, 
particularly the railroads. During 
‘August, 1946, airline passenger 
/miles amounted to more than one- 
|sixth of rail coach traffic, and 
about 40% of rail Pullman traffic. 
These ratios compared with 6.5% 
and 14.4% respectively as of the 
end of the war. Ginee the recent 
data relate to a period when air- 
line capacity was still short on 
many routes, it may be expected 
that some further degree of di- 
version may take place in the fu- 
ture unless, of course, there is 
some change in the competitive 
situation brought about by a sig- 
inificant change in either rail or 








| 


—— 


Observations 


(Continued from page 593) 


while in the East there was some | employment than is now exceptionaily existing, will surely increase 
decline from the 1941 level. With | the opposition of union labor against greater importing. The unions 
the increased number of vehicles | Know that, apart from the over-all broad economic tactors that are 
in operation in 1947 as compared | involved, only crude rubber and a very few other items of com- 
with 1943 it seems almost certain | paratively minor importance are at all needed by our extraordinarily 


that total highway travel will be 
above prewar levels. 


Water Carriers 


can carriers in the foreign trade 
field will continue at record levels 
during 1947, Fast, modern ships 
are available to United States citi- 
zens at low cost under the Ship 
Sale Act. Cargoes from the United 
States are still heavy and there is 
an increasing amount of inbound 
freight. Foreign shipping com- 
panies have acquired some addi- 


tional vessels, including some 
American-built vessels, but their 
fleets are still _ substantially 


smaller than before the war. 


Shipping operations by Ameri- | 


| self-sufficient economy. With our imports geared to the present 
_extraordinary nature of our home economy (extraordinary not only 
_ because of the very high level of activity but also because of carried- 
|over wartime shortage of durable goods), we should realize that 
in the coming years, with a return to more normai domestic con- 
ditions, imports—far for rising—will fall. In that case our so- 
called international trade must entail export subsidies of visible or 
disguised nature, such as we have been employing since the time 
of World War I to furnish our foreign customers recurrently with 
the chips to “pay for” our exported goods. Seemingly the most 
likely alternative is a socialization of international trade. 


Implications of the Election Returns 

Of course, the great immediate problem is a domestic political 
one, arising from the coming-to-power of the Republicans. Their 
| wholehearted support of the nation’s bipartisan policy for political 
| internationalism is running directly up against the varty’s traditional 
tariff-protection philosophy. But it must be realized that there is 
i a as well as inter-party disagreement on the economic 
question. 


There continues to be an actual | 4 In the GOP some of the leaders are following the tradi- 
shortage of shipping, not includ- | tional whole-hog, pro-tariff line; while the attitude of others runs 
ing the huge Government-owned | the gamut all the way down the line from mild, to no opposition 
fleet which has been placed in re- | to tariff reduction. Senator Taft is following a sort of middlé-of- 
serve by the Maritime Commis- | the-road policy of letting the present Trade Agreements Act run 
sion. Accordingly, freight rates| until June 1948, provided that Secretary Clayten acts reasonably 
and shipping profits in foreign | about reductions. Others like Representatives Knutson, Reed and 
trade are likely to continue at} Jenkins, contend that our export business is responsibie for only 
high levels throughout most of | a very small part of our employment. 
the year. Senator Butler, the most voluble legislator on this question, now 
In the domestic trades, freight | complains that the hearings in connection with the negotiations are 
rates remain relatively low de-| being unduly “rushed through” in three weeks; that the demonstrated 
spite some measure of relief re- | hardship cases will not be protected; that the State Depariment is con- 
sulting from increases authorized | ducting the negotiations in a spirit of partisanship; and that the 
by the ICC to become effective | country should stop its free-and-easy giving and appeasement 
Jan. 1, 1947. Accordingly, high | throughout the world. 


operating costs, labor unrest, loss | Faults in the New Charter 


of traffic to the rails during the | : ’ 2 , 

war, eatin cheuitabslity of cndvyiy Also irrespective of the particular United States, elements, the 
of the war-built merchant ships ITO is getting off on the wrong foot. 

constitute major obstacles which | In the Charter itself we see that the commodity agreements 
will tend to discourage former embodied in chapter 7 constitute a chief fault, being capable of being 
ship operators from resuming op- considered aimost an instrument of defeat. Negatively, it is a de- 





eration in the coastwise and inter- 
coastal trade. With the exception 
of the bulk traffic in petroleum, 
coal and sulfur, water services in 
the coastal trade may be discon- 
tinued unless substantial changes 
are effected in rates or costs. The 
only alternative appears to be 
continued operation at a loss by 
the Government. 

Full scale industrial activity 
will result in another year of 
heavy traffic on the Great Lakes. 
Traffic on inland waterways will 
probably show some increase over 
1946 as inventories rise and the 
economies of cheap transport be- 
come more important. 


Air Carriers 


It may be expected that there 
will continue to be a marked rise 
in air cargo traffic during 1947. 
Within recent months air freight 
programs have been inaugurated 
by all but a few of the scheduled 
airlines which did not already 
have such programs. Steps are 
now being taken to provide a 
through air freight service on a 
nation-wide basis. Direct air ex- 
press service will also become 
more widely available during the 
coming year as the newly certifi- 
cated feeder airlines bring this 
service to additional communities. 
Considerably greater capacity for 
cargo will be available over the 
scheduled airline system during 
1947 as the result of planes re- 
cently acquired or scheduled for 





delivery within the near future. 
Since the end of the war, a 





fensive weapon, joining in the over-all neglect of cyclical unem- 
ployment problems. Positively, we will be engaging in the pro- 
miscuous use of trade restrictions; and trying to supvort prices by 
quantitative controls. Affirmatively also, the commodity agreements 
represent a kind of joint legitimatized conspiracy for grand-scale 
_ cheating of the consumer through world-wide unkeep of prices. 
Enforceability 

Also importantly, ITO faces the same problem as fundamen- 
| tally confronts the entire UN Organization; and which has been a 
| cause of evident and hidden crisis ever since its incubation at Dum- 
| barton Oaks, Yalta, and San Francisco—that is, the absence of teeth 
| for enforcement. In its subservience to national sovereignty pre- 
| rogatives, the ITO Charter is necessarily stripping itself of enforce- 
ment-power, as is every other UN unit, including even the Security 
ee with its emasculating veto provisions for barring outside com- 
pulsion, 

Theoretically, the Organization does have a measure of power 
to see that members live up to their obligations, beyond merely hear- 
ing charges of non-compliance, holding hearings, making complaints, 
and conducting investigations and studies. But its method of bring- 
ing pressure is limited to a sort of ostracism and excommunication 
in the tradition of the Greek city states which were practised in 
medieval times. It must be remembered that ITO is a voluntary 
association of nations, each of which has undertaken to observe cer- 
tain principles, and to obey various rules in the conduct of its trade 
relations with other countries, in consideration of reciprocal con- 
tracts by them. In the case of a broken agreement, or failure to 
negotiate with »ther members for tariff reduction, or persistence in 
maintaining quantitative restrictions, or engagement in harmful ex- 
port subsidies, the Organization directors can release its members 
from their obligations to the offender. It can bar them from most- 
favored-nation privileges, and impose discriminatory duties on the 
offender’s trade, or employ quantitative restrictions. 

The trouble with such sanctions, however, is that if they really 
do carry weight in enforcement, measures are entailed which mean 
economic warfare; and these—it has been found—can only be applied 
when a real military conflict is deemed riskable. And even only 
halfway punitive measures are bad in undermining the spirit and 
purposes of the Organization, because of its basic attempt to abolish 
discriminations and restrictions on a world-wide scale. 

Hence it would seem that in the last analysis enforceability 
will rest on the twin pot-shots of publicity and exhortation! 
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Railroad Recession Ahead! 


(Continued from page 594) 


000,000—as compared with slightly 
under $500,000,000 net income in 
1941. and $524,000,000 net income 
in 1930. 

1946 Exceptional 


As we have indicated, 1946 was 
an exceptional year. It was a 
year in which the national income 
approximated $164 billion and the 
Federal Reserve Board’s index of 
industrial production averaged 
170—a year when agriculatural 
output was of record proportions, 
when the railroads had negligible 
competition from coastal and in- 
tercoastal waterways, and when 
highway competition was far be- 
low normal. It was also the last 
year of EPT carryback credits. 


The High Break-Even Point 


However fine a showing is pos- 
sible under the new rates on 1946 
traffic, it is evident that the rail- 
road break-even point is too high 
for successful operations on nor- 
mal traffic. Declining traffic would 
bring declines in expenses more 
or less automatically, but such 
declines would not be sufficient. 
Special steps are required. The 
Union Pacific announced in De- 
cember that it was reducing the 
number of its employees from 
50,000 to 45,000. The B. & O. has 
talked of cutting 8,300 employees 
from its payroll. Whether or not 
this is to be done at the expense 
of maintenance has not been inti- 
mated. Apart from “savings” on 
maintenance, the economies the 
railroads can make quickly in 
their use of labor are compara- 
tively limited. A great deal is 
possible with increasing mechani- 
zation, but that takes time. Mean- 
while, railroad labor is reported to 
be preparing new wage demands, 
and the prices of materials im- 
portant in railroad costs are still 
rising. Weighing all factors, the 
railroads apparently need half 
again as much gross as they had 
in 1924 to produce the $558,000,000 
class I net income of that year. 


The Prospects for Gross Income 


What sort of gross is in pros- 
pect? Within certain obvious lim- 
its, that will be determined by the 
shifting fortunes of our national 
economy and the competitive 
status of the railroads vis-a-vis 
other means of transportation— 
highways, waterways, airways. In 
any event, sooner or later we shall 
have to get down from the pres- 
ent plateau. 

Allowing for business gains in 
the initial quarter and a fairly 
sharp recession late in the year, 
it has been estimated that the 
Federal Reserve Board’s index cf 
industrial production will be off 
somewhat less than 5% for 1947 
as a whole. In short, the F. R. B. 
production index is expected to 
average 161 or 162 for the year. 
Interestingly enough, the latter 
figure is identical with what the 
F. R. B. index averaged in 1941. 

As I have said, the railroads 
handled 475 billion ton-miles of 
freight in 1941, which compares 
with an estimated 583 billion han- 
dled last year. Thus, if industrial 
production should average the 
same as in 1941, and railroad ton- 
mileage should bear the same re- 
Jationship to industrial production 
as it did in 1941, the railroads 
would be handling 108 billion 
fewer ton-miles than they handled 
last year. That would mean a 
drop of roughly 20% from last 
year’s ton-mileage. 

Industrial production is an im- 
vortant factor in railroad freight 
traffic but it is not the only fac- 
tor, We must consider production 
on the farms. Farm output cer- 
tainly will not drop to the 1941 
level this year. Crop prediction 
is far from being an exact science. 
It never will be. The results will 
depend on God and. the elements. 
All the same, on the basis of the 
actual and prospective acreage of 
plantings, the chances seem to 
favor 1947 agricultural output at 





least approximating the record to- 
tal of 1946. 

Suppose we assume that agri- 
cultural traffic is to remain un- 
changed from 1946, but that all 
other freight traffic is to decline 
20%. On that assumption, and 
after allowing for the Ex Parte 
162 rate increase, aggregate rail- 
road freight revenues would ap- 
proximate $5.5 billion — versus 
roughly $5.7 billion estimated for 
last year. 


Prospective Drop in Passenger 
Travel 


Regardless of other develop- 
ments, railroad passenger business 
is bound to drop sharply in due) 
course. While we must allow for | 
a population increase of perhaps 
8,000,000 since 1941, it should be | 
borne in mind that in that year 
the private automobile accounted | 
for nearly 85% of all intercity | 
passenger travel. It should be| 
borne in mind also that the air- 
lines, which in 1941 handled only 
1.4 billion passenger-miles, han- | 
dled about 6 billion last year— 
which is equal to more than 20% 
of the railroads’ total 1941 pas- 
senger-mileage. The _ railroads | 
themselves are estimating a 25% 
decline in passenger’ business | 
(from the 1946 level) this year. 
That may prove liberal or con- | 
servative—depending to a consid- | 
erable extent of new automobile | 
production. A drop of well over 
30% is clearly indicated within a 
fairly short period. And that will | 
not be the bottom, 

A 30% drop in passenger busi- 
ness from the 1946 level would 
mean an $890,000,000 annual rate 
of passenger revenues. With) 
freight revenues at $5.5 billion, | 
passenger revenues at $890,000,- | 
000, and an allowance of say | 
$500,000,000 for miscellaneous rev- | 
enues, total operating revenues | 
would come to just $5.9 billion. 
That figure is 9.2% less than the! 
$7.6 billion gross estimated to'| 
have been realized last year. 


It is obvious that the railroads 
as a group would have a hard 
time showing any earnings after | 
fixed charges this year on gross | 
revenues of $6.9 billion—particu- | 
larly if new concessions should | 
have to be made to labor. Yet | 
$6.9 billion is not a low figure in 
comparison with the prewar rec- | 
ord of annual rail gross. It is in-| 
deed far above the peacetime) 
norm. It compares with less than | 
$5.4 billion gross realized in 1941, | 
and with less than $6.3 billion in | 
1929 (when the net income ap-| 
proached $900,000,000). 


Present Relationship of Rates to. 
Costs Is Unsound 


I do not mean to imply that the 
time is past when the railroads | 
could be expected to show any 
significant profit on gross reve- 
nues of $6.9 billion or less. I be- 
lieve they can make a decidedly 
good showing on such business— 
but not with the indicated 1947 
relationship of rates to costs. 


I trust you will understand that 
I am not actually predicting a 
$6.9 billion Class I gross for 1947. | 
Struck by the fact that the esti- 
mate of industrial production for 
1947 was the same, on the F. R. B. | 
index, as the production recorded | 
for 1941, I made use of the 1941 | 
parallel in its application to rail- | 
road operations. But I did so only | 
for one purpose: to point up the | 
fact that the “reconstruction prob- | 
lems” of the railroads, far from | 
being over, have still to be faced. | 

Insofar as 1947 itself is con- | 
cerned, the production index may | 
well prove too conservative. If | 
there is no general business reces- 
sion whatever (and the railroad 
car supply situation improves scon 
enough), 1947 rail gross might 
conceivably run well over $8 bil-| 
lion—in which event rail earnings | 
would be quite handsome. Even 
if the estimate of industrial pro- 
duction proves accurate, 1947 rail- 





proved correspondingly. 


railroad rates—or in a combina-~ 


whether the Administration will 
| compromise its tariff paring plans. 


| Republicans may logroll through 


'to postpone new tariff reductions. 


| vote a new one. Housewives’ 
portunities for unfrozen supplies 


|and economic 


freight traffic should, be substan- 
tially larger than that of 1941, not 
only because of the higher pros- 
pective agricultural output, but 
also because a larger proportion 
of the industrial output is likely 
to move by rail. Moreover, rising 
automobile produetion is unlikely 
to find full reflection in deflection 
of passenger business from the 


railroads until the condition of the! 


highways has been improved. The 
chances are that the railroads will 
gross at least $7.5 billion to $7.8 
billion this year, if not more, and 
that they will have combined net 
income in excess of $300,000,900. 
If new concessions to labor can be 
avoided, the earnings will be im- 


Sweeping Changes Needed 

The fact remains that sweeping 
changes will be required (in 
wage-seales, or in prices paid 
for materials, or in operating 
methods, or in technology, or in 


tion of these factors) before it can 
be said that the railroads are ad- 


a “normal” basis. 


to eapitalize railroad earnings 
very conservatively. 


beyond the forepart of 1947 is ad- 
mittedly uncertain, There is as 


bear market in securities is over. 
With the 1946 wage difficulties 
still fresh in the memory of the 


new retroactive wage concessions 
der the circumstances, the risks 
road securities. 
the best of the preferred stocks 

and special situations among the 


common stocks, 
curity analysts should place their 





public will be well served. 








Washington And You 


(Continued from page 593) 


reciprocal trade talkathon is 


Answer as of today is—No. House 
a resolution urging the President 


The Senate could be expected to 
ignore this maneuver. End result 
would be more starch for State 
| Department reduction policy. 


Seme siccidiiiand of the Com- 
mittee for Reciprocity Informa- 
tion feel relief te domestic con- 
sumers of copper should be 
granted via a slash in the 4-cent 
copper tariff. They disagree 
with the status que advocates, 
argue the present emergency 





would justify a rate cut. 


ws 


Sugar controls will be retained. | 


| If the courts invalidate the exist- | 


then Congress will | 
im- | 


ing system, 


are offset by warnings from in-| 


rationing would bring lopsided | 
distribution, hoarding and kited | 
| prices. Decontrol remains remote. | 


Here’s tedus’ ~ aie for leg- 
islation immunizing railroads 
from antitrust prosecution for 
fixing rates with Interstate 
Commerce Commission ap- 
proval: (1) Senate will write 
and pass the bill despite Ad- 
ministration opposition; (2) 
House will OK it, toe; (3) the 
President will veto it; (4) after 
that—don’t risk your money on 
whether Congress will sustain 
or override ened veto. 


Export- Riliaat Bank will bend 


| loans in accordance with national | 
foreign policy if new Secretary of | 


State Marshall fixes policy. The 
Secretary believes the Bank, just 


/as reciprocal trade pacts, should 


be utilized to brace our political 
ideology abroad. 
Bank President Martin disagrees, 
wants some _ security for 
handouts. 

Whole issue between Mar- 
shall and Martin philosophy 
may be undraped by a con- 
gressional inquiry. Instrument 
of the investigation could be 
H.R. 665 requiring the Export- 
Import Bank to secure on all 
loans over $5,000,000 risk par- 
ticipation up to 25% by private 
banks. Such safeguards would 
remove the Bank from political 
and economic warfare. It has 
little chance of adoption but 
might centralize attention on 
the Bank’s operations. 

Bd ut Bd 


Changes in basic social security 
law this session are to be limited 
to freezing the old age insurance 
tax at current level of 1% on em- 
ployer and employee. The Presi- 
dent would liberalize certain 


his | 
gation nearly 30,000 checks and 
| 12,000 bonds. 


benefits, would cover certain un- | 


covered workers. 


tinker with this type of reform 
until the direction of a peacetime 
economy has become more ap- 
parent. 


SEC may return to Washing- 
ton by late summer, perhaps 
not until later. Finding office 
space for the agency and hous- 
ing for its employees will re- 
quire fancy legerdemain in this 
town. 


Don’t underestimate the possi- 
bility that an increase in exemp- 
tions may be substituted for the 


| Republican campaign gospel of a 


20% across the board personal 
tax cut. Lawmakers who would 
hike exemptions have been doing 
missionary work, quietly and 
without the 20% ballyhoo, but 
nevertheless effectively. Fulmin- 
ating 20 percenters won't capitu- 
late but may take a drubbing on 


| dustrial users that the junking of | this one. 


Terminal leave bends of 
World War II veterans, upen 
maturity will be redeemable at 
banks throughout the country 
if tentative Treasury Depart- 
ment wishes ripen. Banker co- 
operation in cashing war bonds 
has been so _ effective that 
Treasury-Secretary Synder en- 
visions the same arrangement 
on terminal leave _ securities, 
scheduled to mature five years 
hence. A powerful Congres- 
sional bleec would advance the 
redemption date, has introduced 
enabling legislation, may actu- 
ally thrust it through to enaet- 
ment, 


Secretary Snydér is inviting the 
banking fraternity to enlist its 
employees and “patrons in the 
struggle against theft and forgery | 
of government bonds and checks. 
During fiscal year 1946, the Se- 
cret Service received for investi- | 


In nearly every in- 

| stance the forged instruments had | 
_to be traced back through one or 
| several banks. Secretary Snyder | 
|says that anything bankers can 
do to impress continually on em- 
| ployees and customers the neces- 
| sity of careful handling of govern- 
/ment obligations will be of great | 
| help. 

The danger of a mounting 
timber shortage is authentic, 
can be overcome only by a sys- 
tematic U. S. program to con- 
serve and make forest lands 
more productive. Currently we 
are (1) growing 35.3 billion 
board feet of sawtimber annu- 
ally, (2) cutting or destroying 

_53.9 billion feet, (3) thereby ac- 
cumulating an annual deficit of 
18.6 billion feet. A prewar ten- 





justed to profitable operation cn} 
In the mean- | 
time, the market may be expected | 


Th eneral economi | as 
e g nomic outlook | directly from manufacturers. 


yet no reliable indication that the | 
| Department may say, me too. 
investing public, the possibility of | 
looms up before the railroads. Un- | 
are excessive in speculative rail- | 
Sound railroad | 
bonds are attractive, and so are | 
But railroad se- | 


emphasis upon quality. If they do | 
this the interests of the investing | 


ee 


dency, big depletion has become 

a postwar reality. 
om ue 

Navy Department has no inten- 
tion of torpedoing its new policy 
of bypassing the wholesaler and 
buying ship service store supplies 
In 
fact, the Admirals may expand 
this deal to other purchases. War 
it 
wouldn’t be surprising if whole- 
salers carried their complaint to 
Congress. 


Congressional ‘appropriaters 
are wondering what trust-bust- 
ers view as a “major violation.” 
President Truman, in his budget 
message, asked more money for 
the Justice Department’s Anti- 
trust Division, said that agency 
would devote its time and ex- 
penditures to “major vielations” 
of the monopoly laws. Last week 
the division unveiled creation 
of a Small Business Unit te pro- 
tect little fellows, especially vet- 
erans, from monopolistic intru- 
sion. Congress may give a leok 
to see where the money is com- 
ing from. 


oR 


Lawmakers will kibbitz on the 


Congressmen | Federal Reserve System’s credit 
don’t agree, are little disposed to | 


control performances, but it’s still 
too early to guess how or when 
this meddling will be undertaken. 
Either Senate or House Banking 
Committee—or both—will invite 
Chairman Eccles and his brother 
Board Governors to climb Capitol 
Hill and pass in review. 


Commercial airlines need net 
worry about any near-term as- 
sessment to help finance the 
government’s $25 billion airways 
improvement program. Policy- 
makers agree the carriers should 
help pay but can’t do it now. 
Congress will diseuss the cost- 
sharing theory, won’t inveke it 
this session. 

% 


SEC would still like to have 
your ideas on how to perfect the 
Securities Act of 1933 and Securi- 
ties and Exchange Act of 1934. 
Communicate not later than Feb. 
15 with Orval L. Dubois, Secre- 
tary, SEC, 18th and Locust Streets, 
Philadelphia 3, Pa. 


ue 


Centralization of all Federal 
power project activities in one 
government agency has caught 
the fancy of free enterprise ex- 
ponents in Congress and there’s 
a good chance the proposal may 
go before the House for dispo- 
sition. Heuse Interstate and For- 
eign Commerce Committee will 
hold hearings on, may repert 
out favorably the bill by Illinois 
Republican Representative Dirk- 
son merging Federal power ac- 
tivities. The measure would 
eliminate bureaus, fire bureau- 
crats, reduce the payroll. 


Chas. Gill Associated 


With Wayne Hummer 


CHICAGO, ILL. — Charles R. 
Gill, until recently with the Office 
of the Alien Property Custodian 
and previously with the Recon- 
struction Finance Corporation, has 
become associated with Wayne 
|Hummer & Co., members of the 
New York and Chicago Stock Ex- 
changes. Prior to his government 
service, Mr. Gill was for 12 years 
_associated with Frank C. Rathje, 
former President of the American 
Bankers Association, in the Mu- 
tual National Bank of Chicago and 
| is well-known to bankers all over 
the Central West. 

John Allen Siberell has also be- 
come affiliated with the firm. 


Geo. A. Bailey Admits 

PHILADELPHIA, PA.—George 
A. Bailey is admitting George A. 
Bailey, Jr. to partnership in the | 
firm, which maintains offices at 
1518 Walnut Street. 











“ie Se oO OT le 


— 


rr § ON 


* 


i ee ee, 


iTS 





Volume 165 Number 4564 


THE COMMERCIAL & FINANCIAL CHRONICLE 


627 





Outlook for Income and Spending 


*-(Continued from first page) 
decline labeled as anything trom 
a modest readjustment to a serious 
depression. Never before during 
a period of intense prosperity was 
there so much talk about a busi- 
ness recession or depression. ‘Tnis 
talk reflects a lack of confidence 
and a fear of the future. Even the 
conservative trend in politics and 
the evident intent of Congress to 
attempt to resolve some of the 
political conflicts in favor of busi- 
ness does not seem to instill any 
sustained enthusiasm or confi- 
dence on the part of capital. 

This state of affairs has led to 
an outburst of predictions of wide- 
ly divergent content and quality, 
reminding one of the Tower of 
Babel in the confusion tney en- 
gender. 


This psychological and emo- 
tional state flows from the very 
situation in which we find our- 
selves. On the one hand, our econ- 
omy is supported by powerful fac- 
ters that are .till operating fuliy 
to give us the unprecedented level 
of activity and national income. 
On the other hand, many of these 
very factors are necessarily, to a 
considerable degree, of a transi- 
tery nature and once some of the 
major positive forces are partly 
or fully exhausted it is clear that 
we will be faced with many dif- 
ficult preblems. 


Powerful Economic Forces Still 
Dominating Economy 


At this time we are dealing with 
the prospects for 1947 which 
greatly eases and facilitates the 
tdsk of diagnosis. This is because 
we enter the year with such pow- 
erful economic forces that for a 
considerable portion of the year, 
at least, the economy as a whole 
will continue to develop along the 
same lines as during the last part 
of 1946. 


Capital Formatien at a Very 
High Rate 


We are all more or iess familiar 
with these powerful forces. I shall 
deai with capital formation first. 
Foremost is the intense demand 
on the part of industry for 1ew 
plant and equipment. Expendi- 
tures for producers durable equip- 
ment at the present time are run- 
ning almost three times prewar 
and 75% higher than in 1941. 
Among the important elements 
that provide strength and force 
to a rising and high level of busi- 
ness the expenditures for plant 
and equipment by private indus- 
try surely ranks near the top. 
Among these expenditures it is 
difficult to pick any particular 
field as outstanding. Practically 
every field—ranging from factory 
machinery, electrical equipment, 
office appliances, through farm 
implements trucks, railroad 
equipment, and to commercial and 
industrial construction—is enjoy- 
ing unprecedented activity. Per- 
haps the machine tool industry is 
behind the parade but, if so, only 
because it is not running at the 
enormous rate of some of the 
others. Among these industries 
it is important to note that air- 
craft manufacturing, including 
military aircraft, is a relatively 
new, large-scale contributor to the 
economy and that the demand for 
producers durable equipment for 
military needs must also be rec- 
koned with as a new and impor- 
tant factor in our postwar world. 

The expenditures for producers 
durable equipment during the 
year 1947 will exceed those of 
1946, but it is doubtful that the 
current rate will increase to any 
degree, Orders in this broad field 
of activity are no longer increas- 
ing and. if anything, are showing 
a declining tendency. Unfilled or- 
ders are still very large and ac- 
tivity will continue at a high rate 
for some months, with the peak 
likely to occur during the first six 
months. 

- The second stimulating factor in 
the present rate of cavital forma- 
tion which has contributed much 


! 





to our present prosperity is net 
exports of goods and services. The 
outlook for net exports of goods 
and services during this year is 
less easily determined. On the 
one hand, we know the enormous 
needs abroad that will continue 
for several years; but, on the other 
hand, we also know the difficul- 
ties that we are faced with in 
order to translate these needs into 
business for American industry. 
Both political and economic fac- 
tors are of the greatest importance 
in this field. The temporary stim- 
ulus through lend-lease, the ac- 
tivities of UNRRA and some in- 
crease in imports resulting from 
our high rate of activity at home 
are the most important factors 
that will make for a smaller net 
export balance of goods and serv- 
ices during the remainder of this 
year. Considering all aspects, it 
does not seem likely that this par- 
ticular stimulus to our economy 
will continue throughout the year 
as powerful as it is now. 

The third important economic 
factor in capital formation that 
has greatly contributed to the rise 
in business has been accumula- 
tion of inventories. At the end of 
the war inventories of civilian 
products were low and a whole- 
sale transfer of war inventories 
took place from private industry 
ot the Federal Government. Since 
that time inventories have in- 
creased at a very rapid rate. About 
half the increase has been due to 
price increases and half a result 
of an increase in physical stocks. 
Much publicity has been given the 
inventories. A rise in inventories 
in itself is normal during any 
period of rapid business expan- 
sion. It is only when a basic 
change takes place in the eco- 
nomic trend that inventories be- 
come burdensome. Inventories are 
“high” or “low” depending upon 
the economic situation as a whole, 
and not upon their absolute level 
at any given time regardless of 
other considerations. It is quite 
clear that the process of building 
inventories is temporary. Once 
the basic situation changes this 
process will be reversed and will 
exert a negative influence upon 
our economy rather than the 
strongly positive influence that 
has prevailed, particularly during 
recent months. 

These three important elements 
in the present situation—the ex- 
tremely high rate of capital ex- 
penditures by industry, the iarge 
net export balance of goods and 
services, and the rapid accumula- 
tion of inventories—are so impor- 
tant because of their peculiar lev- 
erage effect on all other sections 
of our economy. They all provide 
a large volume of employment 
and incomes without any offset in 
consumers goods and services that 
will have to be taken off the mar- 
ket within our domestic economy. 
In all three a peak is likely to be 
reached some time this year. For 
the year es a whole their com- 
bined contribution to our economy 
should be about the same as last 
year. . 


Release of Consumer’s Svending 
Dominated Economy Since 
End of War 


When we turn to the other divi- 
s‘ons of our economy we find con- 
ditions of activity perhaps even 


greater than those that character- 
ize the sections already discussed. 
We are all familiar with the de- 
velopments in the field of con- 
sumers goods since the end of the 
war. The outstanding develop- 
ment, in its impact on national 
income, was the release of spend- 
ing for goods and services by the 
consumer. The need for goods, 
the accumulated savings, the rapid 
increases in income payments, and 
the sharp reduction in the current 
rate of savings, brought about an 
increase in consumer expenditures 
of almost 30% within 12 months. 





Consumers Goods Industries 
Becoming Much More 
Vulnerable 


Until last fall the position of 
the consumer goods industries as 
a whole was extremely strong. 
Large wage increases early in the 
year came when consumer goods 
shortages were still acute. Wide- 
spread strikes made it impossible 
to effect a speedy reconversion. 
The result was a great increase in 
the inflationary pressure in our 
economy. The consumer was, in 
effect, subsidized by an abnormal 
rate of income in relation to the 
gross national product. Corporate 
profits were far below normal in 
relation to national income in a 
number of industries, while in 


other industries not subject to! 


strikes and shortages profits were 
far greater than normal. 


The end of price controls and 
other war controls changed the 
picture drastically. During the 
fall, prices rose sharply and in- 
come payments to individuals im- 
proved at a relatively slow rate. 
At the present time, therefore, on 
the basis of the current output of 
consumers’ goods and services at 
the prevailing level of prices, it is 
becoming clear that a large fur- 
ther rise in income payments to 
individuals is necessary in order 
to prevent a glut in many con- 
sumers’ goods markets. The posi- 
tion of the consumer goods indus- 
tries is now rapidly becoming vul- 
nerable. This is perhaps the great- 
est change that has occurred in 


our economy in the last six 
months. 

Obviously, the position of con- 
sumers’ durable goods is far 


stronger than that of consumers’ 
non-durable goods. The wide- 
spread mark-downs in soft goods 
are merely an indication of the 
vulnerable position of this part of 
our economy. These mark-downs 
are, of course, in part normal at 
this time of the year and may not 
necessarily reflect the beginning 
of a downward trend in the entire 
price level. In fact, commodity 
prices as a whole are still rising 
despite the decline in prices of 
farm products and the increasing 
disparity in the movement of 
prices of individual commoditics. 
It is clear, however, that the pres- 
ent trends cannot last long before 
a more general downward move- 
ment will occur. It is unlikely 
that income payments to individ- 
uals will increase enough to en- 
able the market to absorb the in- 
creasing flow of consumers’ goods 
at present prices, even with a 
larger-than-normal rate of spend- 
ing out of income, somewhat lower 
personal income taxes, and a con- 
tinuation of the rising scale of the 
use of consumer credit. Further 
Wage increases and some moder- 
ate further increase in employ- 
ment may increase national in- 
come payments during the next 
few months; but on the other 
hand, lower farm prices will mean 
somewhat lower farm _ income. 
Price weakness this year in con- 
sumers’ non-durable goods and 


later in the year in consumers’ | 


durable goods seems a very likely 
development. 


As in the case of consumers’ 
goods and services generally, resi- 
dential building is also in a much 


less favorable position than a year | 


ago. Here again, the cost factor 
is proving to be a real obstacle. 
Housing on a vast scale, as desired 


and demanded in many quarters, | 


is impossible under present cost 
conditions. Even with the favor- 
able credit terms available it is 
unlikely that residential construc- 
tion can improve from present 
levels without substantially lower 
cost of building materials and a 
reduction in other costs of build- 
ing that are now so abnormal. 


Government Spending Will Be 
Moderately Lower 


Finally, the last element to be | 


discussed in appraising 1947 is that 
of government spending. We all 


| know that the trend of Federal | 
spending .will be downward al-' 
| though the reduction is likely to. 
be gradual and there may be. 
_very litttle reduction in the next 
twelve months. Some increase in 
state and local government spend- 
ing is bound to occur in view of 
the needs of municipalities and 
states to make up for deferred 
/maintenance during the war years. 
| Federal, state and municipal ex- 
| penditures for public works are 
increasing but are still relatively 
low. States and municipalities are 
planning large expenditures once 
'labor and materials become avail- 
able, and if business should de- 
cline the Federal Government will 
|probably increase expenditures 


| substantially. This year, however, 


public works expenditures are 
| unlikely to be significant. On the 
| whole, therefore, governmenial 


| spending is likely to remain of 
| about the same importance during 


| the year as it is now. 


Our Economy Close to An 


| Immediate Postwar Peak 
| Looking at the composite of all | 


| of these various basic parts of our | 
| economy, we find that at the pres- | 


/ent time we are running at an ex- | 
| tremely high level that can only | 


_be characterized as an abnormal | 


| boom and that in practically all of | 


| the segments of the economy we 


/are developing elements of insta-_| 
| bility. The boom is so great and | 
has such momentum that its force | 





can only be spent gradually and, 
therefore, there is but little doubt 
| that the year 1947 as a whole will 
be highly prosperous. 

| In fact, if we had time to go 
| into details of the analysis of na- 
| tional income and expenditures 
| we would find that many of the 
figures will be almost as good as, 
'or in some cases better than in 
| the year 1946. 





$ Billions 

| 1946 1947 

| Govt. expenditures for 

| goods and services.. 38 35 

Private capital forma- n 
ESE EES 29 30 


|Consumer purchases__ 125 130 
| Gross nat’l product. 192 195 
‘Income payments to 
| individuals ------~- 165 164 
Personal taxes & non- 
tax payments ------ 19 17 
Disposable income 
of individuals__._. 146 147 
Consumer purchases... 125 130 
Consumers’ savings— 21 17 
Retail sales .-.-...-~- 96 169 


These estimates for 1947 are 
‘obviously bound to be in error. 


They are based on the assumption | 


that the position of consumers 
durable goods and housing is 
strong enough to stimulate the use 
of a great deal of additional con- 
sumer credit and 
sumer will spend a larger-than- 
normal part of his income. 


On the face of it these figures | 


are highly favorable and suggest 
that the year 1947 will be one of 
great prosperity. It is likely that 
these figures will prove to be mis- 
leading for it isn’t the level of the 
year as a whole that is important, 
| but the trend during the year. The 
year 1946 was one of sharply ris- 


ing gross national product, income | 
payments to individuals, produc- | 
The year 1947. 


tion and prices. 
may easily prove to be one during 
which the trend of these 
will be downward for a consider- 


probably running at between $215- 
$225 billion a year, national in- 


come payments at between $175- | 


$180 billion and total retail sales 


between $105-$110 billion a vear. | 
These figures are all substantially | 


higher than the average level sug- 
gested for the year 1947. This 
year may go down in history as 
‘the year of the immediate post- 
'war peak in business. If that 
|'should happen, it still remains to 
be seen how severe any business 
‘decline will be that may start dur- 
ing the year. 





that the con-| 


items | 


able part of the year. At the pres- | 
'ent time gross national product is_ 


Stock Exch. Ass’n to 

Meet in Chicago 
Employee and public relations 

and costs and revenues will among 


|others constitute the major dis- 
_cussions of the 33 members of the 


Board of Governors of the Asso- 
ciation of Stock Exchange Firms 
at its Winter meeting to be con- 
vened in Chicago on Feb. 5 for a 
four day meeting. 

At the sessions at which these 
subjects will be considered Chi- 
cago partners and managers of 
member firms have been invited 
to participate for the first time. 

“It is hoped by this innovation,” 
said James F. Burns, Jr., Harris 
Upham & Co., President of the 
Association of Stock Exchange 
Firms, “to enlarge our functions 
as a sounding board of member 
firm opinion for the stock ex- 
change industry. In addition to 


| the background of member think- 


ing our governors have obtained 
from nearly every major finan- 
cial center in the nation from 
which they come, we will have 
the benefit of midwestern thought 
directly. Judging from the re- 
sponse to our invitations there 
will be a gratifying attendance to 
these sessions.” 

Business sessions of the Board 
will be held each morning and 
afternoon. Open sessions will be 
Wednesday afternoon, Friday 
morning and afternoon. 

In addition to the Governors 
and officers of the Association of 
Stock Exchange Firms, John A. 
Coleman, Adler, Coleman & Co., 
| Chairman, Board of Governors, 
/and Edward C. Gray, First Vice 
| President of the New York Stock 
| Exchange, will attend the meeting. 
| Following is a list of Associa- 
tion of Stock Exchange Firms 
| Governors: 

Sidney J. Adams, Paul Brown 

& Co., St. Louis; Harold L. Bache, 
Bache & Co., New York; Geo. E. 
| Barnes, Wayne Hummer & Co., 
| Chicago; D. J. Bogardus, Bogardus, 
| Frost & Banning, Los Angeles; J. 
|C. Bradford, J. C. Bradford & Co., 
Nashville; Sydney P. Bradshaw, 
| Clark, Dodge & Co., New York: 
| Springer H. Brooks, Piper, Jaffray 
|& Hopwood, St. Paul; Gilbert U. 
| Burdett, Laidlaw & Co., New 
|York; Wymond Cabell, Branch, 
Cabell & Co., Richmond, §Va.: 
Lyon Carter, Estabrook & Co., 
Boston; William W. Cumberland, 
_Ladenburg, Thalmann & Co., New 
York; Richard P. Dunn, Auchin- 
| Closs, Parker & Redpath, Wash- 
ington, D. C.; F. Dewey Everett, 
Hornblower & Weeks, New York: 
Albert D. Farwell, Farwell, Chap- 
man & Co., Chicago; Harold P. 
Goodbody, Goodbody & Co., New 
York; M. Donald Grant, Fahne- 
stock & Co., New York; Benjamin 
Griswold, III, Alex. Brown & Sons, 
Baltimore; James E. Hogle, J. A. 
|Hogle & Co., Salt Lake City; Wil- 
| bur G. Hoye, Chas W. Scranton & 
Co., New Haven, Conn.; William E. 
Huger, Courts & Co., Atlanta: 
\ James M. Hutton, Jr., W. E. Hut- 
ton & Co., Cincinnati; George R. 
_Kantzler, E. F. Hutton & Co., New 
| York; Thomas F. Lennon, Dela- 
field & Delafield, New York; Lau- 
rence M. Marks, Laurence M. 
Marks & Co., New York; Leonard 
|D. Newborg, Hallgarten & Co., 
New York; Joseph M. Scribner, 
Singer, Deane & Scribner, Pitts- 
burgh; Laurence P. Smith, Ben- 
nett, Smith & Co., Detroit; 
Winthrop H. Smith, Merrill 
Lynch, Pierce, Fenner & Beane, 
New York; Walter W. Stokes, Jr., 
Stokes, Hoyt & Co., New York; 
Gardner D. Stout, Dominick & 
| Dominick, New York; C. Newbold 
Taylor, W. H. Newbold’s Son & 
'Co., Philadelphia; Homer A. Vilas, 
| Cyrus J. Lawrence & Sons, New 
| York; John Witter, Dean Witter 


' & Co., San Francisco. 
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“Boom or Bust’’ Depends on Government 


| (Continued from page 590) 
| duction of goods, accelerated in- 
| flation’s spiral. 


that will free venture capital can! of countless new products that 
be doubted. If it fails to reduce} will create completely new in- 
taxes adequate to increase the) dustries. 


» Maloney Act should 


(Continued from page 591) 


ness be unburdened, that free and open markets proceed | 


unhampered and that administrative hamstringing of indus- 
try be terminated. 

This mandate was recogized by the OPA in generally 
discontinuing price ceilings. 


It was recognized by the President through his lifting | 


of restrictions heretofore existing and declaring the cessation 
of hostilities. 

The turn has been called in the securities field and it 
is well recognized that the time to act is now. 

We have a vital recommendation. 

Section 15A of the Securities and Exchange Act of 1934, 
commonly designated as the Maloney Act, has been a thorn 
in the side of the securities business. 

It gave birth to the National Association of Securities 
Dealers and has created a storm of controversy which shows 
no sign of subsiding. 

Let us touch briefly on but a few of the evils engen- 
dered by the Maloney Act. 

First and foremost, we flay the monopolistic provisions 
which under the rules of the NASD make it mandatory for 
its members to treat non-members on the same basis as the 
general public, thus preventing the sharing of commissions 


and preventing participations in underwritings among mem-_| 


bers and non-members except on an inequitable basis. 
The result of this inequity is that brokers and dealers 
as a safeguard to the earning of a livelihood are compelled 


to join the NASD, while at the same time despite this com- | 


pulsion, regulatory bureaucrats argue that the NASD is a 
voluntary body. 

Another evil is the absolute control of the NASD by 
the SEC, the power of life and death which the latter has 
over the former. A reading of the statute makes it plain 
that any hope there can be independence of action by the 
NASD is futile. 

The SEC must approve the existence of a National 
Securities Association. It must approve its format and 
rules and regulations. It may compel the passage of cer- 
tain rules, and under certain circumstances, it may suspend 
er terminate the existence of a National Securities Asso- 
ciation. ° 

These interlocking bodies, these auxiliary policemen 
who act en camera, are urgently in need of divorce. 

The welfare of the public and of the securities indus- 
tries requires this. 

Yet another evil is the attempt to control spreads and 
profits by the SEC and the NASD. 

The “NASD 5% spread interpretation” is a wicked, 
senseless and un-American thing. The manner of its being 
placed in operation, without submission to NASD members 
for approval, will always be an ineradicable black spot. 

Without going into detail, it is sufficient to say at this 
time that the interpretation disregards the profit motif in 
business and creates an antagonism of Main Street against 
Wall Street, because, as must be plain, firms doing a large 
business can operate at a smaller average unit cost than 
the little fellow. 

We have enumerated only a few of the evils and could 
go on to many others if space permitted. 

Some of the defenders of the NASD have referred to 
it as an “insulator between the SEC and the public.” 

That insulation should be necessary is a sad com- 
mentary on the lack of effectiveness of SEC operation. 

Administrative bodies, properly functioning and con- 
scious of their responsibilities to the people, need no “in- 
sulators.” 

If other administrative bodies were to adopt an atti- 
tude like that of the SEC, and create for themselves statu- 
tory insulating organizations, what a silly picture it would 
present and what an unnecessary mess of wheels within 
wheels. 

In this intended SEC program of presenting to the 
Congress “desirable and workable” proposals for amend- 
ments to the Securities Acts of 1933 and 1934, the Commis- 
sion could render no better service than to recommend the 
repeal of the Maloney Act. 


Such repeal would enable a hampered and restricted | 


industry to breathe with a degree of moderate freedom and 
to be released from that messy system which provides for 
the trial of alleged offenders by their business competitors 
who sometimes may exploit such a situation by acquiring 
the business of the one on trial. 

If the mandate of the people is to be observed, the 
po, and nothing would please us better 


than to act as one of its honorary pallbearers. 


ibuy them. That the Congress in- 


When OPA ended after Election 
Day, many white market prices 
| rose to black market levels. In 
| the interval, production has in- 
creased; resistance of buyers to 
high prices has grown greater; 
and prices now adjust themselves 
toward lower levels. 


The economy is now working 
out from under controls into a 
free competitive market. This 
transition will continue as long as 
controls remain on the economy. 


As always, the price shakeout 
was actual before it was visible. 
Industrial stock market prices 
had reached a peak at the end of 
last May. 


As always, specialties turned 
down before staples. Furs, jewelry, 
liquor and entertainment literally 
fell from their peaks. Professional 
entertainment is off 20% as 
/measured by cancelled equity 
| bonds. Furs are offered at half 

price and more. Department store 
markdown sales began the day 
| after Christmas. Liquor prices de- 
| clined and quantity increased. 


| Butter which sold at 72c under 





|OPA, with a concealed 15c¢ sub- 
'sidy, is selling freely in the 60’s 
| when pasturage is not available. 
| The reduction of specialty prices 
is in the interest of all the peo- 
| ple. The economy has 

| helped and not hurt by 
| Shakeout, up to now. 


been 
this 


Hard Goods Price Declines to 
Follow 


| As always, price reduction on 
| hard goods can follow specialty 
|and soft goods by the difference 
| in months needed for fabrication. 
Therefore, prices of refrigerators, 
automobiles, may be down late in 
1947 but only if labor costs are 
stabilized and: new tooling for 
lower costs can be achieved. 


Before the American economy 
became the servant of purchasing 
power theories, fair profit was de- 
termined by open competition. Un- 
til the purchasing power theory 
took over, the public never saw 
automobiles, refrigerators, radios 
plowed under by restrictions on 
production and on profits. 

Industry is now working its way 
toward higher levels of produc- 
tion which can generate high 
level purchasing power and also a 
profit for the production. The 
economy is still in a healthy, vig- 
orous condition if the Govern- 
ment will let it function. 

By their protests, the people 
have called for a program of legis- 
lative correction. The Gallup poll 
does not supply it. Political prom- 
ises of 1946 are in mothballs now. 
The politicians have decided to 
protect themselves in 1948 instead 
of the people in 1947. 

National leaders have forgotten 
that in fourteen years, peace and 
war, the Government added six- 
teen separate tax increases, each 
higher than the other. In 1947, it 
debates whether it should restore 
— one tax reduction to the peo- 
ple. 

The present fears of the people 
are that the new Congress will 
| balance the budget at $35 billion 
instead of $30 billion in 1948. That 
is better than President Truman’s 
proposal to balance the budget by 
$200,000,000, which would require 
thirteen centuries of time to pay 
the debt. Tax receipts from indi- 
viduals with high income should 
be increased by reducing tax rates 
20%. as was done after the First 
World War. 


Tax Outlook 


Corporation taxes should re- 
main unchanged in the calendar 
year 1947. The excise tax part of 
the law should be enacted imme- 
diately to prevent depression in 
the luxury industries. Taxes on 
furs and jewels and liquors can be 
paid by those who can afford to 








tends to reduce taxes in a manner 


flow of venture capital, it auto- 
matically invites the depression 
the Congress and all of us seek to 
avoid. 

The great production machine 
that helped so much to win the 
war in 1945 is not yet permitted 
to function in 1947. The continued 
favoritism to labor by Govern- 
ment prevented production in 
1946. 

The public is no longer willing 
to grant wage increases under the 
impression that they will be paid 
by somebody else, The public now 
knows that it pays for these wage 
increases itself. The public under- 
stands, as it did not understand 
even one year ago, that wages are 
prices. Real wages and the stand- 
ard of living rise together. Recent 
wage increases without equivalent 
increases in production, create 
only inflation. 


No Need for Depression 


_ There is no need of depression 
in this country, but inflation will 
surely produce it. With Govern- 
ment approval, feather-bedding 
prevents the production of goods. 
Labor receives two days’ pay for 
one day’s work. That is inflation. 
The forty-hour week with con- 
tracts requiring more than forty 
hours’ work so as to get overtime 
pay, is both coercion and inflation. 
Union rules that require work 
done by one union to be dupli- 
cated by another, cause inflation 
because money is paid for goods 
not produced. 

Labor will accept the fringe 
corrections President Truman 
suggested. The Republicans offer 
about the same program. 

The closed shop is as satisfac- 
tory to politicians of both parties 
as a means of controlling votes, 
as it is satisfactory to the union 
bosses who use it control men. 

The coercion of the Government 
by industry-wide bargaining un- 
der law appears equally as satis- 
factory to the Republicans as it 
was to the Democrats if it will 
reelect them in 1948. If it does 
reelect them in 1948, it will defeat 
them in 1950 and 1952 and reelect 
the collectivists and force a con- 
trolled economy wpon us. 


Freedom Not a Luxury 


Freedom is not a luxury that 
can be indulged only in stabilized 
times. It is the chosen instrument 
of free men in getting out of con- 
fused times. 

For fourteen years’ industry 
watched the reduction of liberty 
for all Americans. Liberty is an 
indivisible whole. It does not frac- 
tionalize into four freedoms or 
forty freedoms. It is integral and 
complete. Liberty is Magna Carta 
not for labor alone but for all of 
us. When a man must under the 
law pay union dues for a job his 
liberty is lost. When the right to 
risk and venture is reduced, man’s 
liberty is lost. When taxes are 
used to punish those who have 
savings, liberty is reduced. When 
money is collected from industry 
to create jobs to keep politicians 
in power, the liberties that made 
us are reduced, 


That Congress intéhds to restore 
equality before the law for em- 
ployers with employees, can be 
doubted. If it fails to end labor’s 
present monopoly by outlawing 
the closed shop and industry-wide 
bargaining, it can create depres- 
sion. 


The facts of technology and the 
visible production out of it, make 
silly the talk of inevitable depres- 
sions. They have already made 
obsolete Keynes’ talk of “Eco- 
nomic maturity.” In the presence 
of technological potential it is re- 
diculous to talk of over-saving 
and under-investment w hen 
American industry is utterly un- 
able to tool up fer the production 





The present risk in America is 
that we shall have a shortage of 
labor, a shortage of capital and 
of savings. 

Only the ineptitude of America’s 
labor government can prevent the 
technological expansion that now 
beckons the people to higher 
standards of living. 

The rate of technological 
change in industry has increased 
until it is the most important fact 
of life in America today. It is 
conservative to say that if Gov-~ 
ernmental sellout to labor does 
not choke us, we are on the 
threshold of the most glorious pe- 
riod of man’s eternal struggle to 
improve his economic well-being, 

In America, there is every re- 
source to prevent depression ex- 
cept an understanding by the 
Government of the factors inter- 
fering with management decisions 
that now cripple management’s 
ability to carry them out. 

We are not working our way 
toward depression. We are work~- 
ing our way out into a fully com- 
petitive market. 

If depression is to be avoided, 
taxes on venture capital must be 
reduced and labor’s monopoly 
must be ended. 

Unless this new Congress ends 
the labor and tax abuses which it 
was elected to correct, we can 
have depression in 1947. : 

There will be no depression in 
1947 unless the Government 
makes it. 


Harriman Ripley Offers 
Firestone Tire Debs. 


A group headed by Harriman 
Ripley & Co., Inc. and Otis & Co., 
offered publicly Jan. 28 a new 
issue of $25,000,000 25-year 25% % 
Debentures due Jan. 1, 1972 of 
The Firestone Tire & Rubber Co. 
at 100% and accrued interest. The 
proceeds from the sale of the new 
debentures are to be applied to 
the redemption at $105 per share 
and accrued dividends of 250,000 
shares out of the 414,000 shares of 
414% series preferred stock pres- 
ently outstanding. 

Capitalization upon the com- 
pletion of this financing will econ- 
sist of $25,000,000 new debentures, 
$40,000,000 3% debentures due 
May 1, 1961, 164,000 shares of 
414% series preferred stock (par 
$100) and 1,950,834 shares of com- 
mon stock. 


The indenture under which the 
new 25-year debentures are is- 
sued provides for a sinking fund 
to retire $750,000 principal amount 
of debentures in each of the first 
15 years and $1,375,000 principal 
amount of debentures in each of 
the next ten years. This sinking 
fund is sufficient to retire the en- 
tire issue by maturity and will 
result in an average life of slight- 
ly less than 15 years for the new 
debentures. Sinking fund pay- 
ments may be made in cash or 
debentures. The debentures are 
subject to call for. the sinking 
fund on Jan, 1, 4948 or on any 
January 1 thereafter upon not less 
than 30. days published notice. The 
sinking fund call price starts at 
101% and is subjéct to successive 
reductions during the life of the 
debentures. 


The new debentures are also 
subject to call at the option of 
the Company as a whole or in 
part by lot at any time upon not 
less than 30 days published notice, 
if redemption be made on an in- 
terest date, and upon not less than 
45 days published notice, if made 
on a date other than an interest 
date. The general call price starts 
at 10342% and is subject to suc- 
cessive reductions during the life 
of the debentures. 

The company has agreed to 
make ‘application to list the new 
debentures on the New York 
Stock Exchange. . . - sae 
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A Windfall Tax on — 
Portal Pay 


Retroactive 


(Continued from page 608) 


spent in productive labor or time 
spent in going to or from work 
where the employer agrees in ad- 
vance to furnish transportation 
shall be included in work-time. As 
a matter of fact, of course, this is 
all Congress ever intended to in- 
clude, but this bunch of New Deal 
lawyers who are on the Supreme 
Court apparently had other ideas. 

While Congress cannot under 
the Constitution pass a retroactive 
jaw to stop the filing of suits un- 
der this Supreme Court decision, 
there is one thing they can do and 
that is, they can take all of the 
profit out of filing suits — my 
amendment to the Internal Rev- 
enue Code will do that because it 
levies a 100% income tax on what- 
ever the unions may recover. 

My second Amendment, which 
is to the Internal Revenue Code, 
reads as follows: 


“H. R. 71, Amendment intended 
to be proposed by Mr. O’Daniel 
to the bill (H. R. 71) to amend the 
Internal Revenue Code, Act of 
Feb. 10, 1939, viz: At the end of 
the bill insert the following new 
sections: 


“Sec, ( ). The Internal Revenue 
Code is amended by adding after 
section 15 the following mew sec- 
tion: 


Sec. 16 Tax on Unjust Enrichment. 


“(a) Imposition of Tax—-There 
shall be levied, collected, and paid 
for each taxable. year upon the 
windfall income of-every individ- 
ual a tax of 100% of the amount 
ef his windfall income. 

“(b) Windfall Income—For the 
purpose of this chapter, the term 


received by any individual during 


ties, or other damages (actual, li- 
quidated, or-exemplary) under an 
order of a court of competent jur- 
isdiction in accordance with the 
provisions of the Fair Labor 
Standards Act of 1938, if liability 
for the payment of such amounts 
would not have been incurred had 
section 7 (e) of such Act been in 
effect on and after the effective 
date of such Act. ise 


“Sec. ( ). The Internal Revenue 
Code is amended by adding after 





section 22 the following new sec- 

tion: 

Sec. 22A. Additional Exclusion | 
From Gross Income. 


‘Amounts received during the 
taxable year as windfall income 
shall not be included in gross in- 
come.’ 

“Sec. ( ) The Internal Revenue 
Code is amended by adding after 
— 35 the following new sec- 

ion: 


it 


Sec. 36 Credit for Windfall 
Income Payments. 


“*There shall be allowed as a 
credit against the tax, amounts 
paid during the taxable year as 
wages, penalties, or other dam- 
ages (actual, liquidated, or exem- 
plary) under an order of a court 
of competent jurisdiction in ac- 
eordance with the provisions of 


1938, if liability for the payments 

of such amounts would not have 

been incurred had section 7 (e) 

of such act been in effect on and 

yes the effective date of such 
ct. 


“Sec. ( ) The amendments to 
the Internal Revenue Code made 
by section ( ) +o ( ) shall anplv to 
taxable years commencing after 
Dec. 31, 1946.” 


This amendment also protects 
the employers by providing that 
if they are caught with one of 
these suits and iudgment is ren- 
dered against them, they can ap- 
ply what they have to pay to any 





income tax they owe in 1947 or 


that they may owe in subsequent 
years, 

Of course, these portal-to-portal 
suits are just plain legalized high- 
jacking. The CIO are simphy us- 
ing them as a club to hold over 
the head of industry to try to 


force industry to do what they | 


want done in making the next 
contracts. The Supreme Court 
when it rendered its decision in 
the Mt. Clemens Pottery Com- 
pany case opened up the flood- 
gates for these damage suit law- 
yers and highjacking labor rack- 
eteers to file these suits. It is im- 
perative for Congress to do some- 
thing about it. 

Congress cannot say that there 
is not anything they can do about 
it because if anyone will read sub- 
chapter D of chapter 2 of the In- 
ternal Revenue Code, especially 


sections 700 to 706 inclusive, it is| 


obvious that Congress has exer- 
cised and the courts have sus- 
tained its right to recover money 
collected by persons where no 
service was rendered. This is a 
method they adopted when the 
Supreme Court declared the Ag- 


ricultural Adjustment Act uncon- | 


stitutional and it forced the pro- 
cessors to either return the proc- 
cessing taxes they had collected 


from their customers or to pay a. 


tax to ~ Federal Government 
which ould put back in the 
Treasury the amounts they had 
collected. So there is a precedent 
already established for levying 
this kind of a tax and just com- 
mon equity requires that if an 
employer is forced by judgment 
of court to pay out hundreds of 
thousands of dollars or millions, 
he should be allowed credit for 
this judgment against any tax he 
might have accruing in the future. 


In other words, Mr. Chairman, 
my amendment to S. 70 amends 
the Fair Labor Practice Act so 
that there will be no grounds for 
portal-to-portal suits on work 
not performed after the date of its 
enactment and my amendment to 
the Internal Revenue Code pro- 
vides that if the union gets a judg- 
ment you take it away from them 
by taxation and put the money in 
the Treasury. Then it also pro- 
vides that you reimburse the em- 
ployer who had to pay the judg- 


'ment by allowing him to have 


credit on his income tax. 


I certainly trust that both of 
my amendments will be adopted 
promptly. 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 


has announced the following firm 
changes: 


Transfer of the Exchange mem- 
bership of the late Milton J. 
Beirne to Edmund A. Rennolds, 
Jr. will be considered by the Ex- 
change on Feb. 6. Mr. Rennolds 
will continue as a partner in 
Branch & Co. 

Elmer G. Samish will withdraw 
from limited partnership in Fried- 
man, Brokaw & Samish on Jan. 31. 

Francis B. Gilbert will retire 
from partnership in Clinton Gil- 
bert & Co. on Jan. 31. 

Walter G. de Berg, general part- 
ner in Halladay & Co. will be- 
come a limited partner, effective 
Feb. 1. 

Sergius Klotz will retire from 
partnership in Charles Slaughter 
& Co. on Jan. 31. 


Now McKee & Jaeckels Inc. 

APPLETON, WIS.—McKee & 
Jaeckels, Zuelke Building, is now 
doing business as a corporation. 
Officers are Carl S. McKee, Pres- 
ident; Gertrude W. McKee, Vice- 
President; and John N. Jaeckels, 
Secretary-Treasurer, 
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| eek economy. We have lived 
through our booms and busts. We 
-have learned that the day of 

reckoning may be delayed by one 
scheme or another; but it will 
/come. We may employ consumer 
credits, or foreign investment, or 
even public works financed by 
public debt; but our basic eco- 
nomic imbalance will take its toli. 
Our economy demands a total of 
money expenditures which will 
keep production going. It must 
be equal to the output of industry. 
It does not work when there is 
a gap. 


Cannot Look With Confidence 
to the Future 


Unfortunately, we cannot look 
forward with any confidence to 
the future. Most significant, prices 
have been pushed to exorbitant 
levels. Industries which had few 
conversion problems enjoyed lus- 
cious profits through the generous 
OPA margins which reflected 
prewar mark-ups and exploited 
the shortages when the OPA was 
repealed to push their prices up 
to unjustifiable levels. Industries 
which had conversion problems 
demanded profits on their low 
volume of output and have main- 
tained these exorbitant prices 
when volume increased. They for- 
/got that the government had 
underwritten their operations by 
carry-back provisions and the re- 
peal of the excess profits tax. 
They were going to cash in on the 
opportunity rather than gamble 
on the cushions afforded by gov- 
ernment. They were too long 
steeped in the prewar practices of 
low break-even points. They 
knew that it was safest to price, 
as the steel industry had done, at 
43% of capacity, and the auto- 
mobile at 57%. They were there- 
by protected against depressions. 
The WPB reported in May 1945 
that durable consumer goods in- 
dustries were reconverting at 
prices which would assure a 52% 
break-even level. They were go- 
ing to sell America short to pro- 
tect themselves against all reces- 
sions. They defied the govern- 
ment and labor when the latter 
demanded that the break-even 
points of American industry 
should be raised to levels which 
will assure low prices, high wages 
and high volume. Everybody 
agreed that high break-even 
points were a prerequisite to in- 
| dustrial prosperity and full em- 
| ployment, but American industry 











| would not take the chance. They | 


| priced for the depression. 

| Ths pricing policy still prevails. 
It is our most serious challenge. 
There is no evidence that it is 
likely to change for industrial 
products. The first indications of 
a downward spiral in food prices 
resulted in conspiracies by milk 
producers, the dumping potatoes 
and the invocation of the guaran- 
tees of 90% of crop prices. The drop 
in raw cotton prices has been ac- 
companied by price increases for 
grey goods, prices from 25 to 60% 
over OPA levels. The price in- 
creases, it is suggested by many 
producers, are necessary to help 
them weed out their marginal 
customers. 


Increased productivity is not 
being shared through lower prices. 


|The government paid for the war- 

time expansion of industry through 
building plants and by accepting 
accelerated depreciation. These 
have reduced costs. Have we 
witnessed price reductions in these 
industries? 





Profits Excessive 


What faith can we have in this 
economy to adjust itself auto- 
matically at a level of full employ- 
ment, when profits continue to be 
(earned at the rate of $25 billion 





-in- the fourth quarter -or~ $20 bil- 





| lion according to the President of 
| the United States for the full year 
1946? Are not the inequalities oi 
income resulting from such a 
highly inflated corporate income 
level likely to be the materials fro 
an explosive collapse? 

Foreign loans, expanding gov- 
ernmental expenditures, expand- 
ing consumer credit were the fac- 
tors which delayed economic col- 
lapse during the 20’s. We must 
employ more successful techniques | 
during the forties and fifties in 
face of the great challenges from 
abroad and the reliance which the 
world is placing upon our co- 
operation and assistance. 

The large business monopolies 
have a great grip on our country 
They have greatly strengthened 
their hold during and since the 
war. The large corporations got 
the war contracts; they operated 
most of the government owned 
facilities; they enjoyed the greatest 
share of money spent for scienti- 
fic research. Since the war they 
have bought up the smaller cor- 
porations for attractive prices 
Their grip has been tightened. We 
know that they never have en- 
joyed engaging in free competi- 
tion. They practiced price leader- 
ship; price understanding; market 
arrangements; and the multitude 
of other private and secret under- 
standings which abuse noblesse 
oblige among producers. Price 
cutting is not engaged in. They 
have a stranglehold on our plants, 
our capital, our resources and our 
political power. They control the 
National Association of Manufac- 
turers, its pronouncements and 
policies. 


No Labor Monopoly 


It is they who are distorting the 
tale on monopoly. They are trying 
to get the public to believe that 
there is a labor monopoly. They 
are abusing language and divert- 
ing attention. Labor organization 
used to be called a conspiracy. But 
we soon learned that free men 
have a right to bargain for their 
terms of employment. Free men 
organized 
that right. The use of that right 
cannot be a monopoly. They bar- 
gain with only one article, namely 
their free labor. The monopolists 
are holding up the country with 
high prices, restrietive trade prac- 
tices, low production levels and 
are withholding raw materials, | 
plant and capital which they own, 
not as truly free agents, but only 
as trustees for the American peo- 
ple who demand optimum use. 

True, labor bargains in larger 
units. It is true because manage- 
ment has built larger plants. Ili 
bargains with larger corporations; 








oped larger corporations. It bar- 
gains with larger industries; be- 
cause they have grown. True the 
stakes are great to the workers. 
management and the public. But 
the employers offer only a code 
of anarchic relations between 
labor and management as repre- 


code. They plead for restrictions 
on labor organizations so that they 
will be less able to bargain. They 
are not interested in securing 
equality because they now enjoy 
superiority. They are determined 
to get greater superiority and de- 


vitalize the unions through restric- 


er internal conflict. 


Opposes Decentralization of 
Collective Bargaining 


must bargain to secure a better 
balance in the distribution of our | 
income which would insure con-| 
tinued markets for goods. That 
means incomes ready to buy the 
total American output. The de- 
centralization of the collective 
bargaining process to the indi- 
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in a union still have) 


because management has devel-| ‘ : ) d 
|is still being whipsawed by large 


sented by the last NAM labor) 


Economic Outlook for 1947 


vidual employer units can spell 
only tension and conflict. The 
will await the development of 
terns for guidance. Industry-wide 
collective bargaining has produced 
stabilizing effects in practically all 
industries where it has been prae- 
ticed. Moreover every industry 
observes some degree of wage 
leadership even where there is mo 
industry - wide agreement. The 
agreement with the United States 
Steel sets the pattern for the steel 
industry; the understanding with 
the American Woolen Co. sets the 
pattern for the woolen industay; 
General Motors for the automobile 


'industry; the Big Four for the 


rubber industry; Burlington Mills 
and Cannon Mills for the cettem 
and rayon weaving industries; the 
American Viscose Company fer 
the synthetic yarn industry; and@ 
DuPont for the chemical industry. 


But the issues are no longer ®e- 
stricted to the individual indus- 
tries. The demarcations are quickly 
fading. The industries are merg- 
ing. Individual corporations such 
as General Motors also set the pat- 
tern for the automobile parts ané 
its kindred industries. These pre- 
ject into the entire metal gromp. 
Dominant plants in these indus- 
tries set the patterns for loeal 
industries. The wage levels ef 
these industries provide a pokmt 
of reference to completely leca® 
plants. We are now integrated. 
The War Labor Board crystallized 
this movement. The post-war 
economy must recognize it as @ 
fact. 


We must establish volu 


/machinery for guiding the dev 
/opment of the level of Americam 


wages. This is not compulsion. A 
set of patterns will allow indi- 
vidual plants, industries and 
localities to measure their owm 
wage adjustments. Such patterns 
can be evolved through free 
national collective bargaining. The 
councils can also help evolve 
| agreements for such significant is- 
| sues as methods of distributing the 
| gains of productivity; the mini- 
/'mum wage rates; and other con- 
troversial issues. Principles 
voluntarily developed by our lea@- 
ing employers and unions through 
discussion provide the most hope 
fil solution for our ater. 
The American middle class has 
a special responsibility duringthis 
moment of stress. It is the thimk— 
ing part of our community. It is 
not under the stress of the vanigh- 
ing bread basket. It knows the 
value of full employment at high 
levels of income. Yet it has net 
acted freely. It has not found it- 
self in the new era of high organ- 
ization of management and in- 
creasing organization of laber. B& 


business. It still obligingly assents 
to the rulings of the NAM. 


The middle class has been the 
bulwark of American liberalism. 
It must reassert its position. EB 
must find the tenets of its new 
position. It is founded on the wer- 
ship of the principle of individuat 
freedom; enterprise; and the pre— 
tection of private property an@ — 
individual rights. It is now hew- 
ever serving the cause of big busi- 
ness. Its temporary profits, its 


opportunities to enjoy speculative 
profits, to overcharge, to raise its 





| 


| 


prices, to enjoy high volume has 


tion, bleed them through litigation, deprived it of its own faculties for 
and frustrate them through great-/ self-criticism and its ability te 


test the functoning of our society. 
The American middle class has 


|a responsibility to find a definition 
The essential issues remain. We! of its own place. 


It must builé 
its philosophy on the recognition 
that personal freedom is gained by 
individuals only through economic 
security, full employment, high in- 
come and membership in economie 
groups which participate in the 
development of publicly signifi- 


| cant. 
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Air Transportation Outlook 


(Continued from page 595) 
but because of shortage of man- 
power. Government contracts for 
special services for flying and 
certain phases of manufacturing 
gave further spread of an already 
abnormally low overhead cost. In 


addition, many fully depreciated |on order 


airplanes were in use. Wage 


justments which were justified 


operating costs. These conditions 
were the most perfect that could 
ever be expected to produce air- 
line profits—but they were ab- 
normal in every respect. There 
will never be another repetition 
of those conditions except in case 
of war which none of us ever 
wants. 

During this entire period, I am 
sure we will all agree that the 


airlines rendered the most out-_ 
standing service in flight and on. 


the ground that was being offered 


in the entire transportation field. | 
It was a main subject of conversa-_ 
tion among experienced travelers. | 


But by reason of the restriction 
of airline space by military priori- 
ties, many who would like to have 
traveled by air during the war 
years could not get seats. 


Misinterpretation 


As is frequently the case during 
such abnormal periods, particu- 
larly when they are periods of 
success, people lose their sense of 
judgment. They fail to analyze 
current conditions, although if one 
wanted to take time to view the 
circumstances objectively, it was 
fairly easy to see that everything 
was abnormal and that the exist- 
ing situation could by no means 
be used as a measuring stick for 
the future. 


It is not difficult for outsiders to 
reach wrong conclusions about the 
airline business, particularly those 
who do not have any responsibili- 


ty for the suceess of the airlines. | 


However, during the war period 
many of the operators themselves 
further encouraged the public im- 
pression of an unlimited airline 
future by their own optimism. In 
addition, the Civil Aeronautics 
Board, by statute charged with 
the responsibility for developing 
a sound and economical air trans- 
portation system, must also have 
permitted enthusiasm to outweigh 
better judgment. Otherwise, I 
believe the Board would have 
been more conservative in some 
of the decisions made during this 
period. 


We in United Air Lines who 
were trying to guide the future 
of our company along sound and 
constructive lines recognized that 
the trend being followed was not 
as conservative as it should be. 
However, our views were cast 
aside lightly as coming from peo- 
ple who have no faith in the air- 
lines’ future. Actually, it was not 
a case of lack of faith. Our views 
were influenced by real confi- 
dence in the future of our busi- 
ness. Because of its great future 
we wanted to see that airlines 
progress was kept on a sound 
foundation. 


Immediate Postwar Conditions 


The honeymoon ended on V-J 
Day. 

First, the psychology of the 
traveling public changed over- 
night. The public considered that 


the end of war automatically 


brought the end of inconveniences. 


The tolerance of people to war- | 


time conditions evaporated over- 
night. 


Although demand for travel was 


greater than at any time during) 


the war, all transportation restric- 
tions were removed and priorities 


eliminated. This resulted in the) 


airlines facing the necessity over- 
night to handle an uncontrolled | 
demand for air travel. Everything 
had to be done at once. 
We had one advantage from | 
which to start; it was our good 
fortune to have a strong pilot and | 





la: | souldn’t wait the necessary two 
stabilization prevented wage ad- | years for the airplane factories to 
| stop military production and build 


and this had further effect on low | our new planes before we made 


/new employees and the cost was 
_extremely heavy because our new 
' employees were like the new em- 


| to double up in quarters that were 


in the face of these difficulties. 
The fact is that by the close of 


| as during 1941. 


mechanical personnel to assure a 
high standard of safety. No airline 
would have undertaken this rapid 
expansion had it not been for that 
fact. 

Additional airplanes had to be 
acquired. New airplanes had been 
for years, but we 


| any effort to break the bottleneck. 
The only immediate source of 
| supply was from war surplus, and 
|from that source we acquired 
| four-engined transport airplanes. 
It was necessary practically to re- 
| build all airplanes received from 
| war surplus at a cost almost 
equalling the prices we were pay- 
ing for new airplanes of the very 
same types prior to the war. Be- 
cause of the new postwar air- 
planes on order and to be deliverd 
within 18 months to two years 
after surplus planes were put in 
service, it was only natural that 
their periods of usefulness would 
be extremely limited. 
Meanwhile, a three-fold expan- 
sion of personnel was necessary. 
Thorough training was given all 


ployees in other industries. They 
were not too sure just what they 
wanted to do, and the resulting 
turnover ran as high as 4% a 
month. 


Our employees are human be- 
ings, and like all others, they re- 
laxed slightly from the strain of 
war pressure. 

It was impossible to obtain 
working space overnight for these 
new employees. It was necessary 


inadequate in 1941, when the on- 
set of the war froze the expansion 
of plant facilities. Additional tele- 
phone equipment could not be 





supplied immediately. Although 
several million dollars of new 
construction work was contracted | 
for a year ago, because of shortage 
of materials and manpower, no| 
complete new facility is yet avail- 
able. 
The industry now has about 600 
planes with 16,000 seats compared | 
to a prewar high of 359 planes | 
with 6,734 seats, and a wartime 
low of 176 planes and 3,416 seats. | 
With few exceptions, 1941 facili- | 
ties, which were hardly adequate 
for handling the volume of traf- 
fic five years ago, are all we) 
have to work with today. 

These circumstances combined 
to result in poor service to the 
public. Inaccurate information | 
about the problem and a lack of. 
knowledge of the companies and 
their philosophies brought for- | 
ward many complaints even from | 
our older and patient patrons. In 
addition, it became quite popular | 
to write articles on what was 
wrong with the airlines, in spite | 
of the fact that any of us could | 
walk into almost any business | 
organization and find the same) 
problem created by the combina- | 
tions of postwar _ conversion, 
material and labor difficulties, 
and excess of demand over sup- 
ply. I feel that although what was 
said was true, it was unfair that 
_we in the airlines business were 
expected to be the only Houdinis 
in business generally. 

Considering all these problems, 
_I feel confident from my own ex- 
perience and observations in other 
fields that the airlines have done 
and are doing an outstanding job 


1946 the airlines were flying al- 
most three times as many seats 


Postwar Cost of Operation 


Airline employees were under- 
paid prior to and during the war. 
Wage stabilization prevented ad- 
justment. One of the first actions 


| satisfied with wartime and present- 


| war standard of efficiency as our 





was to increase salaries and /| 
wages, particularly in the lower | 
wage groups. Termination ‘of ' 


government contracts threw the 
full burden of overhead on com- 
mercial operations. New airplanes 
have reintroduced the item of 
heavy depreciation as a cost of 
operation. Inefficiency of newer 
employees, of whom 50% have 
been in the airline business less 
than one year, coupled with in- 
adequate working facilities, have 
resulted in an etficiency of only 
70% of that obtained in normal 
times. 

These are some of the factors 
affecting costs. This is a period of 
adjustment over that of wartime 
and is reflected in the unit cost 
of operation. 


Now we must consider the fac- 
tor of revenues. The bottleneck in 
travel was broken shortly after 
Labor Day. The demand is now 
more in line with supply. I 
wouldn’t say that the demand has 
been exhausted, but irregularity 
of operation has again brought 
about seasonal fluctuations. The 
present average airline capacity 
is approximately 74%, while the 
breakeven point during this con- 
version period is approximately 
80%. Increases in passenger fares 
or in mail rates or in both are in- 
evitable. United Air Lines is de- 
laying its action on application 
for such adjustments because we 
recognize that fares will have 
much to do with attracting new 
business, and whatever increase 
we recommend will be the very 
minimum in the face of condi- 
tions. 


Today we know that there are 
certain inefficiencies and expense 
items within our control which 
should be corrected before we 
penalize the public and ourselves. 
I mention the possibility of 
penalizing ourselves because I feél 
it is a very important point. If 
we should charge our way, 
regardless of merit, to a more 
profitable operation, the manage- 
ment of our company will become 


day inefficiences as a new 
standard for the future. I say that 
we will only settle for the pre- 


goal from which to work, and we 
will not be satisfied with less. 


Expansion 


False optimism has caused some 
illogical expansion. False enthu- 





siasm has caused unrealistic fore- 
casts of the volume of business to | 
be forthcoming in the immediate | 
future. These forecasts range 


‘from ten and one-half billion 


passenger miles in 1949, which 
happens to be the one in which 
our company agrees, to an ex-| 
tremely optimistic forecast of 


twenty-five billion passenger- 


miles. The 1946 volume is esti- 


| mated to have been approximately 
six billion passenger-miles. When 


we order new airplanes, we must 


_start estimating our requirements 


from our own forecast of the vol- 
ume of business. Therefore, we 
find that the number of new air- 
planes ordered by the different 
airlines differs as widely as the 
forecasts of the various companies. 

Eventually the new airplanes 
will be put to maximum use, but 
we prefer to make commitments 
for capital expenditures only for a 
reasonable period in advance. 
The carrying charges for surplus 
airplanes may prove to be ex- 
pensive. 


The wide difference of opinion 
among airlines on future volume 
of business has influenced ma- 
terially their expansion ideas. We 
can only judge the wisdom of 
some of the expansion which has 
taken place by the financial con- 
dition and the credit standing of 
the different companies in differ- 
ent categories. I am certain that 
some are having a rude awakening 
as they look at their balance 
sheets and seek necessary financ- 
ing to carry out their earlier 
dreams. 


Expansions which certain air- 





lines sought are not working too 


well in all instances. This em- 
phasizes the danger of aggressive 
expansion under abnormal condi- 
tions. It is true the airlines initi- 
ated all but foreign expansion and 
furthermore that no expansion has 
been forced on any carrier; never- 
theless, the Civil Aeronautics 
Board, which I again emphasize is 
charged with the responsibility of 
establishing a sound and econom- 
ical transportation system, ap- 
proved all expansion and, there- 
fore, must share with those of us 
in airline management the weak- 
nesses in the end result. 

Smaller carriers were constantly 
making the plea that they could 
never be a success unless they 
were made larger. The assump- 
tion was automatic that if they 
became larger they would become 
stronger. Things do not necessarily 
work out that way. Those airlines 
could not be made any larger or 
any stronger than the population 
they serve would justify without 
subsidy. 

There is no disgrace in subsidy 
to an airline serving a territory 
that needs service but yet is not 
sufficiently populated to permit 
the airline to be self-supporting. 
However, in certain cases, the 
course was taken to expand 
smaller companies into morc 
heavily populated areas in compe- 
tition with companies that were 
inherently larger because of the 
territory they served. All airlines 
can’t serve the same territory 
without complete duplication. 
Some of them must be satisfied 
to be small and successful. 


It seems obvious that the air- 
lines having the greatest difficulty 
today are those which were ex- 
panded with the idea of making 
them bigger and stronger, and 
instead, it looks as though thev 
may have been made weaker. 

The big question now is: are we 
going to look at our own mistakes 
and go back and correct them, or 
are we going to continue to ask 
the Civil Aeronautics Board to 
give us something else we think 
we may want which may possibly 
remedy earlier mistakes? This 
might only be a case of piling mis- 
take on mistake and lead to final 
chaos in the industry. 


Day of Reckoning 


The period we are now passin? 
through is a day of reckoning. 
False impressions were created by 
war operation, including the mis- 
taken idea that we could expect 
unreserved public acceptance be- 
fore we could complete perfection 
of our product. We can look at this 
experience, in a way, as a most 
fortunate occurrence. The public 
can be assured that airline man- 
agement will be more realistic in 
considering the immediate prob- 
lems and in correcting the mis- 
takes of the past. This is where 
the commercial and investment 
banker is performing an outstand- 
ing service. It has been made 
known to many in the business 
that there is no interest in mak- 
ing loans or providing additional 
capital until illogical decisions of 
the past have been corrected. 

It is fortunate that any weak- 
nesses in our business became ob- 
vious before we went too far in 
financing our future program. 

I believe that two years ago 
any airline could have gotten 
practically what it asked for in 
new capital or loans. Corrections 
would not then be in process as 
they are now. We might have seen 
bankruptcy in a relatively new 
business, which would have served 
as a permanent stigma. Instead, 
there is now the opportunity to 
make some adjustments and start 
off on a sound basis, assuring in- 
vestors and lenders of a construc- 
tive and conservative program 
during the next few years. If the 
é¢ommercial and investment bank- 


ers are strict enough in their con- 
‘clusions, there is no question in 


my mind in regard to the future 
financial success of this business. 
Many airlines have already done 


their financing. Their problems| 


are not serious. One that was caus- 





ing the public some concern dur- 
ing the past few weeks appears to 
be working out to a satisfactory 
conclusion for all parties con- 
cerned. 

Some of us who have been de- 
layed in our financing may find 
that money may be slightly more 
expensive to obtain, but that pen- 
alty is justified if we can be as- 
sured that some bad habits ‘have 
been shaken out of the business. 


The Future 


The basic difference of opinion 
between the conservatives and the 
enthusiasts in no way involves the 
extent of ultimate future of air 
transportation. The difference 1s 
strictly in the matter of timing. 

I believe that ‘regardless of the 
potential market, the product 
must be right. Today the public 
wants safety above all. They ‘do 
want dependability of schedule 
performance and regularity of ser- 
vice, but when we advise them 
that at this stage of development 
we cannot offer that regularity 
and still be consistent with safety, 
they are satisfied. : ‘ 

Now, why am I so optimistic 
concerning the ultimate future of 
air transportation? It is because 
now, as a result of wartime de- 
velopment, we are getting the 
specific facilities which offer for 
the first time a potential regular- 
ity and dependability of service 
regardless of weather that will 
compare with surface transporta- 
tion. The inability to fly at very 
high altitudes, with fuel supply to 
deviate substantially from bad 
weather areas, now eauses cancel- 
lation of flights when unfavorable 
weather conditions develop en 
route. 

Postwar airplanes are being de- 
livered today with pressure cabins 
that will permit airplanes to fly 
at high altitudes over bad weather 
areas and yet will insure com- 
plete comfort to crew and pas- 
sengers. Heat type anti-icers, ad- 
vanced by ‘the necessity of ferry- 
ing planes across the North At- 
lantic during the war, will*make 
possible safe flying through icing 
eonditions. Long-range gasoline 
supplies will permit deviations 
around storm areas. 


Cancellation of flights at ter- 
minals results from low ceilings 
and inadequate visibility. The hu- 
man pilot can do an excellent job 
in bringing an airplane down to a 
general airport location with ac- 
curacy. However, he does require 
proper ceiling and visibility to 
make final observations during his 
approach for final landing. Today 
the development of the automatic 
landing pilot, identified by the 
layman as the electronic pilot, will 
permit the entirely automatic 
landing of an airplane. 

Mechanical devices r.ced checks 
and double-checks. The ground 
control approach system, a type of 
radar, will permit observation of 
the plane by monitors on the 
ground to avoid any discrepancy 
in course which might result from 
maladjustment of a mechanical 
device. In addition, there is the 
opportunity for the installation of 
radar on the ground for general 
observation of all airplanes in any 
particular sector. Finally, with 
airborne radar in the airplane it- 
self, there is the opportunity for 
the pilot to make ground observa- 
tions through overcasts. 

These are not speculative possi- 
bilities. They represent the major 
contribution from all the technical 
development forced by war. But 
no airline is going to start to use 
all this equipment immediately. 
There will come first the train- 
ing, instalation of proper ground 
equipment, and an adequate test 
period of flying present weather 
minimums with the mechanical 
devices to insure their reliability. 

These devices, which are being 
installed on airplanes on which 
we are now receiving delivery, 
can be a reality and in routine op- 
eration in not more than three 
years if the preliminary steps are 
taken properly. Meantime, they 
will make their contribution to 
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greater safety and regularity 
under present conditions, but their 
full effectiveness will be felt in 
from three to five years. 

Construction of ground facili- 
ties is moving much faster. We 
hope that by the mid-summer 
much of hangars, buildings and 
other plant facilities will have 
been completed and in use. Air- 
port construction and improve- 
ment has been decided upon in 
practically every strategic city in 
the United States. All this work 
is on the move. 

One other thing we will do im- 
mediately will be the establish- 
ment of more practical schedules, 
planned for the maximum con- 
venience of the traveler. We must 
sacrifice some utility of equip- 
ment to give better service. For 
example, adequate reserve air- 
planes must be stationed at points 
to minimize delays which might 
arise from minor mechanical dif- 
ficulties. Instead of basing air- 
plane schedules on the maximum 
cruising speed of the airplane, we 
will set schedules so that the pilot 


will have the opportunity to make 
up lost time by a more flexible use 
of reserve power. 

If the airlines themselves will 
benefit from the lessons of this 
past period and be more conserva- 
tive in their future expansion and 
|'show a little patience in waiting 
for increased volume to justify 
| such expansion, I would say that 
‘this industry is “over the hump.” 
| We have all learned valuable les- 
/sons and we are making use of 
| them. 

A business which makes possible 
shrinking the United States and 
| the rest of the world to a fraction 
|of the distances measured in past 
| relationships and which will 
| therefore have a profound effect 
on the social and economic habits 
of all people, wherever they may 
| be, cannot fail to flourish. 
| We are just passing through a 
shakedown period. Rather than 
| viewing this period with pessi- 
| mism, I look upon it as an experi- 
ence that will make air transpor- 
'tation stronger and greater than 


'any of our earlier expectations. 


Current Prosperity Is Normal 
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industry. Manufacturers in gen- 
eral are sanguine. Merchants and 
financial men are uneasy, and 
some are badly frightened. Cer- 
tainly it is difficult to envisage a 
depression as long as full output 
by our heavy industries is main- 
tained. This has never occurred 
in our economic history. 


Almost one third of our na- 
tional income is being extracted 
from the public and spent by gov- 
ernment. Services rendered by 
government are not worth this 
cost. Prasperity cannot endure 
when so great a proportion of our 
working force is employed on 
non-productive or quasi-produc- 
tive work, at the expénse of the 
rémainder ot our population, and 
when taxes are imposed by gov- 
ernment to pay for services which 
the taxpayer does not want or 
cannot afford. 


President Truman’s proposals 
for federal expenditures during 
the fiscal year 1947-48 were ac- 
tually greater than those for the 
present fiscal year. They aggre- 
gated some 38% of peak costs 
during the war, whereas federal 
expenditures for the third year 
after the first world war were 
only 19% of peak disbursements. 


Yet the Republican Congress is | 
merely making gestures toward | 


cutting the Federal Government 
down to appropriate size and re- 


lieving taxpayers from the pres- | 


ent crushing load. This is one of 
the major reasons for present 
hesitation in business. 
spending by government has be- 
come so ingrained that possibly 
depression or runaway inflation 
or both must be endured before 
this country learns that wasteful 
governmert expenditures create 
poverty, not purchasing power. 


Outlook for Interest Rates 
No significant change is likely 


to occur in the interest structure | 


during 1947. Short term rates 
might be somewhat firmer, but 
yields on long term bonds of good 
quality, including governments, 
give no indication of rising much 
above the historical lows which 
have recently prevailed. 


Commercial loans _ increased 
rapidly during 1946. This was 
largely due to unbalanced inven- 
tories and to rapidly rising com- 
modity prices. Similar conditions 
are not likely to prevail in equal 
degree during 1947. No substan- 
tial increase in commercial loans 
is expected, and total commercial 
loans at the close of 1947 may 
well be lower than those of the 
previous years. 

- National savings have declined 
by more than one-half from the 
abnormal annual level of some 
$40 billion during the war. Prob- 
ably savings may fall somewhat 


further and may stabilize around | 


Profligate | 


the $15 billion mark. At such 
‘level there would be difficulty in 
‘fully financing the requirements 
.of an expanding economy. Even 
at present available funds for 
new issues do not encourage 
|equity financing or sale of me- 
|dium-grade obligations to the 
| public. Instead of being con- 
|cerned about over-saving, it can 
|be questioned whether the pres- 
‘ent rate of savings will support 
| permanent prosperity. 


Purchasing power is a concept 
which readily lends itself to mis- 
/understanding. Many persons ap- 
| parently believe that expenditures 
|for direct consumption are more 
|important in sustaining the econ- 
omy than other types of expendi- 
‘tures. Financial history demon- 
strates that prosperity is attained 
and continues only when capital 
goods are in vigorous demand. 
Profits are as important as wages 
‘in a healthy economy, and there 
‘is no more evidence that profits 
|are hoarded than is the case with 
wages. Each of these elements of 
/national income results in demand 
|\for goods and services, and each 
type of demand is equally essen- 
tial. 


High Consumer Demand Constant 


Over a long period of years 
|retail sales have constituted about 
56% of natianal income. That 
relationship prevails today. In 
fact retail sales are now slightly 
‘higher than 55% of national in- 
come. Hence there is no evidence 
|that consumer demand is failing 
|to keep pace with current income 
|payments. Neither is there any 
‘support for the thesis that wage 
advances are nécessary if deprés- 


| wos . P 
'sion is to be avoided. 


Stock Market Not High 
| Historically, stock prices are at 
|present high. Only in the late 
/20’s, in 1936-37 and in 1946 have 
they been higher than those whith 
now prevail. However, they are 
not particularly high in relatidn 
to current industrial earnings, the 
volume of industrial output, or 
the present levels of outstandirig 
currency, demand deposits and 
securities readily convertible into 
cash, Finally, the market has thus 
far been uninfluenced by the No- 
vember elections. If the Republi- 
can legislature reverses New Déai 
policies of heavy federal taxes, 
pervasive controls and punitive 
administrative practices, then the 
outlook would be favorable for 


sustained employment, improved 
efficiency, moderately declining 
commodity prices and corporate 
profits which will reflect a high 
level of industrial production. In 
such case the present position of 
the stock market could not be 
considered as dangerously high. 








Price Drop Probable, Says Commerce Dept. Officia 
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which has occurred since Junc } 


1946 has resulted in a greatly dis- 
torted price structure with the re- 
sult that many prices have risen 
in excessive amounts while many 
others have recorded little or no 
change.” 

Mr. Paradiso cited three factors 
which he said indicated that a 
readjustment of the price struc- 
ture might soon be in order. 


Factors For Readjustment 


1. While consumer expenditures 
are now in line with disposable 
incomes, on the basis of the pre- 
war relationships, consumers are 
spending a larger proportion of 
their incomes on nondurable 
goods and this has contributed to 
the boosting of prices of such 
commodities as food and clothing. 
As more durables become avail- 
able the pressure of demands for 
nondurables will lesson with the 
result that prices will tend to 
soften in this segment of the 
economy. 


2. The recent high rate of in- 
ventory accumulation amounting 
to about $1 billion per month has 
resulted in a channeling of about 
8% of the output of goods into 
inventories. Thus, the flow of 
finished goods to consumers dur- 
ing the reconversion period has 
been low in relation to total pro- 
duction and to incomes received. 
This rate of inventory accumula- 
tion cannot go on indefinitely. As 
total production increases many 
producers will be able to achieve 
a balance in their aggregate in- 
ventories and will curtail their 
demands for goods for further in- 
ventory building. At the same 
time the ratio of finished goods 
to total goods produced will in- 
crease. 


3. Production of many goods has 
been extremely low in relation to 
demand. Increased output is ex- 
pected in many lines this year. 
There is evidence that produc- 
tivity per worker is on the in- 
crease in many plants. This should 
permit lower costs to producers 
which in turn would allow many 
cases a reduction in prices without 
impairing profits. 

“Because of the distorted pat- 
tern of consumer buying in the 
past year and the large demands 
stemming from inventory needs, 
the price structure is now out of 
balance,” Mr. Paradiso said. 


Price Structure Out of Balance 


Three developments were cited 
by Mr. Paradiso in support of 
this. 


1. Many commodities were in 
relatively short supply and prices 
of these items increased very 
sharply—some by more than 100% 
in the 6 months period from June, 
1946 to December, 1946. In many 
cases this is a temporary situation 
and prices will decline as more 
supplies become available. 


2. From 1921 to the middle of 
1946, a period of about 25 years, 
wholesale prices of major groups 
of commodities have shown a 
close degree of correlation with 
the movement occurring at dif- 
ferential rates. For example, a 
10 point increase in the general 
wholesale price index (1926— 100) 
has been associated on the aver- 
age with an increase of 5 points 
in the average prices of iron and 
steel, with 8 points in the aver- 
age price of dairy products, 14 
points in the average price of 
cotton goods. Similar relation- 
ships can be worked out for other 
commodities. 


The prices of the following 
groups of commodities are at pres- 
ent apparently high when con- 
sidered in perspective with the 
long term relationship existing 
between the movement of these 
prices and the general level of all 
prices; Meats and dairy products, 
approximately 25% above the 
relationship; cotton goods 10% 
above; paint and paint materiais 
and lumber, 25% above; brick and 





tile and cement, 10% above; relatively small number of 
leather and shoes, 15% above; | changes. In general, flexible prices 
drugs and pharmaceuticals and| are market-dominated while the 
fats and oils, 20% above. In con-| inflexible prices are more or less 
trast, the average price of only | administered. In relation to the 
two major groups of commodities, | position of these groups of prices 
petroleum products and woolen/in the period of 1926-29, when 
and worsted goods, are now signi- | they were in approximate balance, 
cantly below the long-term past! the recent price movement of the 
relation of these prices to the| flexible prices away from the in- 
general price level. Petroleum flexible has represented a distor- 
products are about 25% below | tion from the 1926-29 balance. 
and woolen and worsted goods are | 

20% below. Other groups which | Sustained Business Ahead Over 
are slightly below the relation- | Long Term 


ship are iron and steel, non-fer-| Thus it appears from these de- 
rous metals, plumbing and heating | velopments that the pressures will 
equipment. The remaining groups} be for a readjustment of prices 
of commodities are in general in| this year which should bring the 
line with the relationship. ' price-cost relationships into better 

3. An analysis of the wholesale | balance. However, the basic de- 
price changes of 600 commodities | mands of both consumers and pro- 
in the period from June, 1946 to| ducers will still remain strong. 
Nov. 30, 1946 shows that the prices | Demands for many goods such as 
of the inflexible commodities in-| automobiles, houses and other 
creased on the average by 10%;| hard goods will not have been 
commodities not clearly flexible | entirely met by the end of the 
or inflexible increased on the! year. It is expected that after the 
average by 20% and the flexible | readjustments in prices, costs, in- 
increased on an average of 35%.|ventories, and the consumer 
Flexible prices are those which’ spending pattern have taken place, 
recorded a relatively large num-| the basic demands will become re- 
ber of monthly changes in a| activiated and provide the basis of 
given long period of years while | sustained business volume for an 
the inflexible prices recorded a! extended period. 








International vs. Domestic Money 
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intended to apply to world-wide , etary Fund. The Fund quotas will 
disequilibria associated with the | decrease the need for, and offer 
phases of the international busi-|an alternative to, national restric- 
ness cycle. The classical analysis,|tions on exchange transactions, 
moreover, was greatly distorted in |The quotas, however, may be in- 
the 1920’s by the famous “rules of | sufficient to maintain free and 
the game” school of monetary and | stable exchange in cases of acute 
central banking advisers. disequilibria in the balances of 

In the case of cyclical world-|payments. In this case, interna~- 
wide disturbances in balance of | tional consultation will help select 
payments, the result of both the | the measures most appropriate to 
standard automatism and _ the | the situation. Fundamental dis- 
“rules of the game” policies was | equilibria cannot be corrected 
to ensure the propagation of the Proig o> exchange control meas- 





cycle from the centers of cyclical | ures, but call for lasting measures 
outlying geo- | of readjustment, one of which may 
graphical areas. In doing so, they | be a modification of the currency’s 
accentuated, rather than corrected, | Par value. On the other hand, 


disturbances’ to 


Objectives of International 
Monetary Fund 


Progress along this path will be 
made incomparably easier by the 
creation of the International Mon- 








the intensity of cyclical fluctua- | changes in parity would generally 
tions the world over. - |be inadvisable as a remedy for 
7 temporary disequilibria, since they 
Facts proved stronger than the- | would actually disturb the inter- 
ories and most nations finally |national balance of prices and 
threw orthodoxy to the winds, and | costs, once the temporary factors 
embarked instead upon compen- | OP ye forest” non-diseriminatory 
satory monetary policies, behind | controls may then prove the lesser 
the protective wall of currency | evil, from the international as well 
devaluation and of exchange or |as from the domestic viewpoint. 
trade controls. These measures.| | The task of the Fund will pre- 
hastily devised, and with purely CHOY Miethatives in order to 4 
nationalistic objectives and cri- reach agreement, in each concrete 
teria of administration, were | case. as to the most suitable pol- 
often internationally harmful and | icies, the extent to which action 
mutually self-defeating. They |must go, and the ways to minimize 
have, however, enriched the ap- | harmful effects on other countries. 
paratus through which monetary |The Fund’s philosophy should not 
policy can be made effective. The | be frozen, especially at this early 
situation calls for exorcism rather | stage, into the rigid, ready-made, 
than for excommunication. The |formulas, which have so often 
new weapons should not be scrap- | contributed to the sterility of pre- 
ped indiscriminately — an objec- | vious efforts at international eco- 
tive on which general agreement | nomic collaboration and organiza- 
would, anyway, be impossible—|tion. The infinite diversity of re- 
but harmonized and integrated, | gional and other conditions which 
through international consulta- shape up a country’s problem 
tion, into the implementation 0! |should be fully recognized. On 
internationally defined monetary | the other hand, the imposition of 
objectives. This would increase |exchange controls, changes in 
their national effectiveness, as| parity and other similar measures 
well as ensure their international | deeply affect the economy of other 
usefulness, countries and are of vital concern 
to the international community as 
well as to the particular country 
which seeks their adoption. In- 
ternational monetary order cannot 
be achieved by a return to gold 
standard ideals of international 
oni <gannot, elaborate or, substantiate! laissez-faire. It implies positive 
reader to my forthcoming paper “National action and policy, but, as distinct 
Central Pin The United States in World |from the 1930’s, through interna- 
Trade and Finance (No. 7 of the series| tional cooperation rather through 
Postwar Economic Studies), Board of Gov-|, . 
ernors of the Federal Reserve System. ‘international anarchy. 
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Public Debt and Social Institutions 


(Continued trom page 593) 
vestment, all uesigned, wisely or 
unwisely, to accomplish the fam- 
ily’s ends. 

Upon these cecisions the mass 
of contracts called the public debt 
and the induceu inhib:tions exer- 
cise now, and may in future exer- 
cise even more greatly, significant | 
influence. Ti.at influence, small 
or great as it may be, constitutes 
pressure ior a passing on, a trans- | 
ference, to other institutions of so- 
ciety, of some responsib.lities, or 
paris of respuusioiities now and | 
hitherto lodgei with the family. | 
Currently most striking is the fur- | 
ther transference to the business | 
organization and the state of the | 
responsibility for necessary finan- | 
cial liquidity. But other responsi- | 
bilities being more or less rapid- 
jy passed on to other institutions, 
at least partly due to the debt and | 
the resulting inhibitions, iaclude | 
provision for personal catastrophe, 
credit-worthiness to assure rea- 
sonable financal flexibility (a 
term, incidentally, being more and | 
more made synonymous. with | 
need), maximization of income, | 
provision of education and train-} 
ing and inves*ment of savings and 
the resulting administration of in-' 
vestment. 
~~: In all of trese instances—and | 
study will doubtless reveal others | 
the mass of contracts, and the) 
resulting inhibitions, are influen- | 

tial. Sometimes they accentuate | 
other influences, sometimes they | 
counter others, sometimes they 
are alone. But I believe they can | 
be stated as positive, even without | 
the necessity to rely upon that! 
professional perihelion of un-' 
reality “other things being equal.” 
- In essence, the influence of the | 
debt is toward further defunc-| 
tionalization of the institution of | 
the family. 

The second of the four institu- | 
tions identified by Mr. Warren is | 
the church. Leaving aside the 
spiritual, the basic temporal func- 
tions of the church are education 
and charity. Upon these functions 
the debt appears to be exercising 
substantial influence from two 
Sides: the church’s means to per- 
form the responsibilities are 
Shrinking, and the demands upon 
it are being reduced as the family 
transfers them to the business or- 
ganization and the state. The re- 
sult is that the church is. being 
further defunctionalized as to 
temporal activities; it is for others 
to say whether its spiritual func- 
tion will be affected by this de- 
velopment. 

Business organization, Mr. War- 

s¥ren’s third institution, contains 
three functions: eleemosynary, 
productive, and claim administra- 
tive. These functions are some- 
times mixed in the same corpora- 
tion or association, sometimes not. 
But whether or not mixed in or- 
Zanization units, the debt has a 
marked influence. 

The eleemosynary function is in | 
the same present and future posi- 
tion as the temporal functions of 
the church, and the influence of 
the debt appears identical. Some 
remarks of Dr. Vannevar Bush are 
illustrative of this group: “. . . 
during the past 10 years the 
amount of new endowment to 
medical schools has great dimin- 
ished. At the same time the in- 
come from present endowment 
has been cut by one third... 
Another source of research funds 
is the foundations, but, as in the 
case of the universities, the in- 
come from foundation endowment 
is decreasing.” : 

From the productive function of 
business organization, as from the 
family, certain responsibilities are 
being, in part or in whole, passed 
on, under the influence of the 
debt. These include the responsi- 
bility for. liquidity; the. responsi- 
bility, or type, of employee com- 
pensation; determination of 
rate earned on invested capital; 
and the pricing of products. Clear- | 


| 
} 





ly, if the transfer of the responsi- 


bilities proceeds beyond a certain | 
point—and some believe we are| 


'already near that point—the re-| 


sponsibility for the volume of| 
private production, distribution, | 
and employment itself will have | 
passed on from the production | 
function as initiative is diminished 
by rising evaluation of risk and | 
falling expectation of profit. In| 
essence, as in the case of the fam- 
ily, the church and the eleemos- 
ynary organization, the effect of 
the mass of contracts called the | 
debt, and the inhibitions induced | 
by it, is the further defunctionali- | 
zation of the productive function | 
of business organization. 

The claim administration func- | 
tion of the business institution en- 
compasses what are usually called | 
financial institutions, together | 
with the large financial activities | 
within the production function or- | 
ganization, and together with)! 
labor unions, farmer and veteran | 
groups, which in essence are or- | 
ganizations dealing with past, 
present and future financial) 
claims of their members; This 
claim administration function is 
the destination of many of the re- 
eponsibilities being transferred | 
from the family, the production 


| function and to a degree from the 


church and eleemosynary organi- 
zations: parts of their responsibil-_| 
ities for financial liquidity, provi- 
sion for personal catastrophe, | 


creditworthiness, maximization of | 
invest- | 


income, investment and 
ment administration, education 
and training and charity, em-| 
ployee compensation, determina- 
tion of rate earned on invested 
capital, and pricing of goods and 
services. 


The influence of the debt upon | 


these claim administration groups, | 
however, is the same as the other 
functions which we have exam-| 
ined: the responsibilities are being 
passed on, in this case, to the state. | 
Both the responsibilities passed to 
claim administration from other | 
groups, and as well those hereto- | 
fore regarded as its own, are being 
passed on. Indeed, in many re-| 
spects, the process of transfer is 
even further advanced and more 
comprehensive in the claim ad- 
ministration function than in any 
of the other institutions. For there 
has passed, or is rapidly passing 
to the state, the responsibility for 
the cost of service, the rate of re- 
turn, the liquidity, the nature and 
administration of assets, the scope 
of function—virtually every key 
responsibility, both in domestic 
and as well in the international 
sphere. As Miles Colean has re- 
cently succinctly stated it: “One 
thing is evident. The financial in- 
stitutions and the monetary sys- 
tem are going to have to live with 
government in an association that 
makes their past intimacies ap- 
pear Platonic.” 

Indeed, it would not be difficult 
to argue that, conceptually, the 
claim administration organizations | 
are within the institution of the | 
state instead of within the insti- 
tution of business organization. I 
am not yet ready to go so far, 
though the direction of movement 
is inescapably apparent: I should 
rather interpret the development 
as an extension of business organ- 
ization some distance into the area 
which many wish the state to oc- 
cupy and which it does occupy in 
other places and at other times. 
In any event, as in the other insti- 
tutions and functions, a process of 
defunctionalization—or, if you 
prefer, refunctionalization—is oc- 
curring as the result of the mass 
of contracts called the cebt, and 
the inhibitions resulting from it. 

The point about these three in- 
stitutions—the family, the church 
and the business organization— 
which constitute what is usually 
referred to as the private sector 
of society, can be summarized in 





the the words of Elliott V. Bell, Super- 


intendent of Banking in the State 


'no sense been 


| wishes to, or must, pass on these 


| continue to be the instrument for 


| dledum, for the thesis is that this 


| hard, 


| ensue: 
|The Moving Finger writes; and 


| Nor all your Tears wash out a 





cf New York: “The important 
thing is that a debt of this size| 


‘reau, despite residence under the’ 


inevitably compels government to} 
intervene more and more in the 
economic system.” I should only 
like to add the words of Sir Hen- 
ry Clay regarding another era: 
“I myself now believe any return 
to pre 1914 conditions to be wildly 
improbable. I believe that the pre 
1914 epoch, far from be-ng nor- 
mal, was a unique experience in 
the economic life of the race in 
historic times, a sort of golden age 
which no one now living will ever 
see again.” 

This might be amplified, re- 
garding these three institutions, 
that nowadays the hands are still 
those of Esau, but the voice is in- 
creasingly Jacob’s. 


a 


Formally, the numerous respon- 
sibilities transferred or being 
transferred to the state from the 
family, the church and the busi- 
ness organization by the influ- 
ence of the mass of contracts and 
the inhibitions they induce have 
passed or are passing to the Con- 
gress. So far the Congress has in 
indecisive as to 
what to do and the very essence 
of this thesis is that, since society 
functions, Congress is and will 
the formal transfer to the adminis- 
trative agencies of the state. If 
the thesis of this paper has any 
validity, the action of one party 
from the other in these regards 
will in essence differ less than the 
actions of Tweedledee and Twee- 


mass of contracts called the debt 
and the resulting inhibitions are 
enduring and irrevocable 
from which pressures for 

consequences inevitably 


facts, 
certain 


having writ, 
Moves on; nor.all your Piety 
nor. Wit 
Shall lure it back to cancel 
half a line 


Word of it. 


In the broadest sense many of 
the executive agencies of the state 
will be involved in receipt of 
these responsibilities in one way 
and another. However, most of 
them perform only clerical or rou- 
tine administration duties in rela- 
tion to the responsibilities which 
are passing. Examples of such 
agencies are the Social Security 
Board, the National Labor Relations 
Board, the Department of Agricul- 
ture, the Reconstruction Finance 
Corporation, the Department of 
Labor, the Federal Housing Ad- 
ministration—the list could be ex- 
tended. The passed responsibili- 
ties do not lodge with them, 
though they perform clerical and 
administrative services. 


The agencies more squarely re- 
cipient of the responsibilities be- 
ing passed on from the family, 
the chuch, the business organiza- 
tion and other government organ- 
izations are the Bureau of the 
Budget, the Federal Reserve Sys- 
tem and the Treasury. Together 
or separately they determine the 
extent and the method of the 
exercise of the transferred re- 
sponsibilities. Upon their deci- 
sions, their means and their tech- 
niques depend the degree to 
which the responsibilities will be 
discharged or defaulted. Upon 
their wisdom will depend the va- 
lidity of the claims which are in- 
volved. 

But yet, among these three, I 
believe the influence of the debt, 
causing a transference of func~ 
tions—both of those received: from 
the family, the church and the 
business organization and those 
previously lodged with these three 
government organizations — is 
‘operative. Perhaps it is operative 
with greater force and compre- 
hensiveness than at any point yet 
examined. For the Budget Bu- 





White’ House roof, despite the 


hopes of its founders and early 
directors, despite statutory provi- 
sions, despite a sometimes not un- 
important advisory influence, de- 
spite the responsibilities nominally 
being passed to it, is essentially 
compelled by the debt, the inhibi- 
tions induced by it and the forces 
thereby generated, to pass on tne 
ultimate responsibilities in large 
degree. And the Federai Reserve, 
despite an imposing facade, de- 
spite the intentions of its founders, 
Gespite literal provisions of stat- 
ute, despite being nominally the 
recipient of many responsibilities 
passed on to it by the family, the 
church 
tion, as well as by other govern- 
ment organizations, despite a 
sometimes not unimportant ad- 
visory influence, despite a collec- 


tion of personnel of competence | 


probably unequalled at any time 
or place, despite a well merited 
and very. general regard widely 
and: justly amounting to admira- 
tion, is essentially compelled by 
the debt, the inhibitions induced 
by it, and the forces thereby gen- 
erated, to pass on the ultimate 
responsibilities in large degree. It 
now is but an effectuating ageacy, 
a complex mechanism, the im- 
pulses for whose every action 
erise elsewhere. In 
entitled “Banking Studies,” pub- 
lished by the Board of Governors 
in 1941, two explicit statements 
eppear of the purposes for which 
the system was founded (pp. 25 
and 233): excluding repetition, 
five purposes are listed: “better 
protection from over-expansion 
of credit”; “greater availability 
of bank reserves when necessary”; 
“a more elastic currency”; “better 
facilities for handling government 
funds without credit disturbance’ 
and “a more.effective supervision 
of banking in the United States.” 
Four of these five functions have 
now essentially passed on to the 
Treasury, and the remaining one 
is essentially mechanical. Nor has 
it retained the large number of 
responsibilities since passed to it 
by other private or public institu- 
tions. 

President Truman has stated 
the matter a little ambiguously but 
with a meaning crystal clear when 
he said: “The Treasury and the 
Federal Reserve System will con- 
t'nue their effective control of in- 
terest rates ... Interest rates will 
be kept at present low levels 
through continued cooperation 
between the Treasury Department 
and the Federal Reserve System.” 
(Italics mine.) 

It is another of history’s ironies 
that an organization whose estab- 
lishment was widely opposed for 
fear it would come to possess too 
much power, has come instead, in 
less than four decades, to have al- 
most none. The Treasury is not 
in fact one of the trinity, nor yet 
primus inter pares: The Treasury 
is the ultimate destination of all 
of the passing on, the transfer- 
rence—it, and it alone. 

For the mass of contracts we 
call the debt is an imperious cre- 
ation, an unitary thing. It controls 
the assets and the actions of the 
Federal Reserve just as of other 
financial organizations, and it de- 
termines the decisions of the 
Budget Bureau, not vice versa. 
Its requirements—as set forth in 
this paper, though not as more 
narrowly conceived — determine 
Federal Reserve policy, and nct 
the reverse. And it has but one 
semblance of a master, is shaped 
by external influence in one place 
alone, the Treasury. 


Ill 


From the materials of the social 
revolution of the 1980’s and the 
legacy of the financing of the War 
of the Totalitarians, a new and 
different central bank has been 
erected in the United States. It 
is located on Pennsylvania Av- 
enue, in Washington, It is cur- 
rently housed in what we cali the 
Treasury Building. It is ‘staffed 
by persons regarded—and who 
regard themselves—as being on 
the payroll of the Treasury De- 
partment. Its telephone- number 


and the business institu- | 


the volume} 


is Executive 6400, and it uses the 
stationery of the Treasury, and 
the Treasury Seal. But these ap~ 
pearances should not deceive us. 

This fourth central bank of the 
United States is different from 
any of its predecessors, or any 
other institutions this society has 
constructed. It has greater re- 
sponsibilities, it has greater pow~- 
ers, it has greater resources and 
techniques, it has directly and in- 
directly larger personnel, it has 
larger and wider influence—and 
it has not yet even been con- 
sciously organized or begun con- 
sciously to function! 

The powers, methods and re- 
‘sources of this fourth central bank 
of the United States have not any- 
| where that I know been listed, to 
'say nothing of being systemati- 
cally outlined and explored, Such 
|exploration will, I venture to 
| prophesy, be the focus of atten- 
|tion, for many years to come cf 
| students who heretofore have con- 
|centrated upon such pieces of the: 
structure as central banking im 
the old sense, savings and invest- 
ment, fiscal. policy and the like, 
There are many pieces, as of @ 
jigsaw puzzle, and it will be the 
work of many students and much 
time, to put them together to see 
at all clearly what this country’s 
fourth central bank really is. 

The clearest outline of the new 
structure I have seen is a descrip= 
tion in “The Economist” in a 
discussion of Australian finance? 
“In most highly developed mod< 
ern communities the administra- 
|tion of finance has come to rest 
'on three tiers. First comes the 
'ministry of finance, which deter- 
mines general policy; next comes 
ithe central bank, which adminis- 
'ters the policy; finally, there are 
ithe commercial banks and spe- 
cialized institutions speeding the 
flow of commerce within the lim- 
‘its of general policy determined 
by the ministry of finance and 
| administered by the central bank.” 
| Something of the fourth central 
| bank’s -massive -and pervasive 
'magnitude is evident from con- 
sideration of the mass of contracts 
which is the debt, and of the great 
scope of the granite-like inhibi- 
tions which have been induced, 
of the numerous and far-reaching 
responsibilities which have been 
passed on to it. Something of it 
can be seen by the variety of the 
tools with which it has to work, 
And something of it can be en- 
visioned by the number of points 
which its manifold. operations 
touch in economic theory. 


Are we members of any of the 
schools stemming from the quan~ 
tity theory? The fourth central 
bank will determine the quantity 
of money, the convertibility be- 
tween money and other assets, 
will influence the velocity of 
money—and do so with or without 
deficit financing on the one hand 
or debt retirement on the other. 

Are we members of any of the 
Keynesian sects? The fourth cen- 
tral bank will influence and per- 
haps determine the rate of savings 
and its quantity, the conditions 
which influence investment, the 
effect of liquidity preference, the 
propensity to consume—and do so 
with or without deficit financing 
or debt retirement. 


Are we members of any of the 
equilibrium groups? The fourth 
central bank will greatly influ- 
ence if not determine the level of 
prices and of costs and the rela- 
tionship between them, the bal- 
ance of payments, the supply of 
money in’ relation to demand— 
and do ‘so’ with or without deficit 
financing or debt retirement. 

Are we of the persuasion that 
some one ‘specific economic. oper-- 
ation spins out the: threads of our 
fate? This fourth central bank will 
greatly influence if-not determine 
the propensity to consume, the 
level of construction, the ‘income - 
of agriculture, the functioning of 





structure of interest rates, the bal- 
ance of payments, the efficiency 
of labor. , 





tion to some other set of forces - 





the capital: markets, ‘the level and - - 


- Do’ we ascribe “economic: causa- - * 
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than those mentioned thus far? I'| 


shall be surprised, indeed, if the | be brutal and appalling. 
fourth central bank does not exert | 


a considerable influence upon 
them. | 

Policy formulation by the fourth 
bank will not be made easier by | 
the shrill cacophony of the econo- | 
mists, both professional and ama- | 
teur, 
basic consideration. Our various | 
causation sects urge 
premises for policy, 


subject of most extreme conten- | 
tions: low rates stimulate invest- 
ment, rates are not an important 
consideration in investment de- 
cision, high rates stimulate in- 
vestment; low rates stimulate sav- 
ing, rates are not important in 
the motivation of saving, high 
rates stimulate saving. Bank 
credit can appropriately be used 
as capital, such use is inappropri- 
ate, The rate of savings may be 
expected to decline, ta remain 
stable, to rise. There is little need 
to extend the catalogue of evi- 
dence that the analytical tools of 
the profession have not been de- 
veloped far enough to bring 
agreement even among the closest 
students, nor to argue farther that 
the job of the fourth bank is not 
made easier by this lack of de- 
velopment and resulting counsel 
of babel. 


The statutory position of the 
fourth bank is also vastly con- 
fused. Powers and authorizations 
are spread about in a thoroughly 
haphazard manner, some are lav- 
ish in their scope while some, I 
suspect, will be found quite nig- 
gardly. 

In view of this situation, the 
fourth bank, like Crusoe, will 
need to exercise a great amount 
indeed of ingenuity, and, like him 
too, quite a bit of expediency. 
But, then, ingenuity and expedi- 
ency are requirements imposed 
upon any human organization, 


young or old, so the fourth bank | 


is at no greater disadvantage than 
any other in what Dr. Conant has 
called “the delightful chaos of 
American democracy.” 

The fourth bank will have to 
beware of the trap which Mill 
observed when he said: “Institu- 
tions, books, education, society all 
go on training human beings for 
the old, long after the new has 
come; much more when it is only 
coming,” which the “Economist” 
called “piety to a principle learned 
in youth but the reason for which 
has been forgotten”; 
Dr. Goldenweiser described when 
he said: “There is real danger in 
experience. It often results in 
narrowing a public mans ap- 
proach to national problems to 
considerations with which he has 
become familiar in a particular 
and often not a representative set 
of circumstances.” But at the same 
time the fourth bank should not 
forget Lord Keynes’ caution to 
the moderns in his last statement: 
“I find myself moved, not for the 
first time, to remind contempo- 
rary economists that the classical 
teaching embodied some perma- 
nent truths of great significance.” 
Nor should it ignore Churchill’s 
injunction that, “It is only from 
the past that one can judge the 
future.” 


At least the fourth bank will 
not lack a specific objective of 
operations as the third bank seems 
almost throughout its life to have 
wanted. The objective is to maxi- 
mize and regularize real income 
at full employment. If this defi- 
nition does not conform to con- 
sistency, the bank will have to 
worry about that deficiency. 


I have said earlier that the mass 
of contracts we call the debt car 
be validated, or that they can be 
defaulted by inflation and/or ret- 
rogression in the standard of liv- 
ing. To say that the fourth bank 
can satisfy or fail in its responsi- 
bilities is but to say the same 
thing in different words. The re- 
wards to society for its creation 
of the fourth bank can, if the 
bank succeeds, be cornucopian, 


|bank in terms of personal eco- 


|doubtless view it as akin to the 
regarding virtually every |™onster created by Mrs. 


different 
and each is | ‘to 
raucously critical of the others. | Mrs. 
The role of interest rates is the} 


but the sanctions, if it-fails, can|on the optimistic hypothesis until | 

‘it has been proved wrong. We)! 

\zhall do well not to fear the fu- 
IV *ture too much.” 

We shall all, of course, inter-| The hypothesis that we do not 
pret the creation of the fourth/ necessarily need to view with 
great alarm the developments | 
here recounted is based in turn 
on another hypothesis. This is that 
the fourth central bank: 


Can and will extend analysis 
of the facts about this mass of 
contracts to illuminate vast 
areas now hidden from sight 
by lack of information; 

That it can and will utilize 
its instruments ta deal with 
long-range conditions as well 
as those cyclical and day-to- 
day; 

That it can and will develop 
usable criteria to replace those 
of the gold standard which 
have customarily guided cen- 
tral banks in the past; 

That, in short, it can and will 
discover and can and will de- 
velop from its mass of tools and 
materials informational and op- 
erational techniques useful to 
society in its exercise of the 


nomic predilection. Some _ will 
Mary 
Shelly, while others will prob- 
ably be confident that it will be 
the annals of economics what 
Ann Radcliffe was to the) 
English novel. 

For myself, the classic com- 
ments otf Lord Macauley regard- 
ing the debt of Britain seem very 
relevant: “Those who so confi- 
dently predicted that she (Eng- 
land) must sink, first under a 
debt of 50 millions, then under a 
debt of 80 millions, then under a 
debt of 140 millions, then under 
a debt of 240 millions, and lastly 
under a debt of 800 millions, were 
beyond all doubt under a twofold 
mistake. They greatly overrated 
the pressure of the burden: they 
greatly underrated the strength 
by which the burden was to be 








borne.” So, too, does another pas- “certain inalienable rights” in- 
sage from Lord Keynes’ testa- cluding “life, liberty and the 
ment: “... the best policy is to act pursuit of happiness.” 








Secretary Clayton vs. Sen. Butler 
On Reciprocal Trade Agreements 


(Continued from page 598) | 
that this principle had been ad- our exports and that the list of | 
vanced, many years before, by) products on which we plan to seek 


such evidence you will under-!| the Trade Agreements Act which 
stand why it is difficult for me| would have changed the program 
to give weight to the vague fears! materially. Nor is it entirely true 
of groups who have never been to state that all interested parties 
hurt and who, I am confident, will! are being offered a full opportun- 


— be hurt by the operation ot| ity to present their views in con- 
this Act. 


lieve that ‘our foreign trade should | 


| be expanded by securing advan- 
tageous concessions from foreign 


| President 





| nection with these negotiations. 
“IT am glad to learn that you be- | Hearings on them are being run 
through in only three weeks, as 
compared with the many months 
of careful study that preceded 
nations without doing substantial | the last general tariff revision in 
injury to domestic agriculture) 1930. 
and industry.’ This is the way in The fallacies of Mr. Clayton’s 
which the Trade Agreements Act) «indisputable facts” on the results 
has been administered in the] on our trade of these agreements 
past. This is the way in which it) have been pointed out before im 
will be administered in the| Congressional hearings and are 
months to come. still valid. His statement that no 
As you know, President Tru-| Gomestic producers have suffered 
man assured Speaker Rayburn, at| serious injury from tariff redue- 
the time when the Trade Agree-| tions is certainly extraordinary. 
ments Act was extended in 1945,| wy information is that in the sev- 
that no action would be taken| era) hundred briefs which have 
during his Administration which| heen submitted in opposition te 
would result in grave injury to} the present program, a great many 
any essential American industry| have submitted proof of injury. 
or agricultural activity. More-| ‘The statement that “it should not 
over, the Department of State has/ pe inferred that the tariff on all of 
announced that all future trade these products will be reduced” is 


agreements will contain an es-| not particularly reassuring in the 
cape clause similar to that con-| jisht of past experience. 


tained in the agreement with 
Mexico which will permit the 
to take appropriate 
action to protect any industry 
or agricultural activity which is 
seriously threatened by the op- 
eration of such agreements. 

“Far from intending ‘to destroy 
our system of tariff protection,’ 
our government is entering into 
the projected trade negotiations 
for the purpose of insuring that 





The Case of Wool “Economic 
Nonsense”’ 


Wool presents a_ particularly 
good example of the Wonderland 
of economic nonsense into which 
we have entered. By our low tar- 
iff levels we have given most of 
our domestic market to foreign 
wools; more recently, by a gov- 
ernment subsidy program, we 
have tried to give it back to do- 


President McKinley, President 
Theodore Roosevelt and President 
Taft. 


concessions from other countries 
will be quite as long and as impor- 
tant as the list on which we would 


tariffs, rather than discriminatory 
| import quotas, exchange controls, 
|}and bilateral barter deals, shall 


| 
| 


mestic wools. We have reached 
the point where one department 


and which 





“It is not without significance | consider making concessions in re- 
that the Reciprocal Trade Agree- | turn. 
ments Act was not raised as a|_ It should not be overlooked that! 
national issue in the campaign.| the projected negotiations are but | 
Before the last renewal in 1945, | one part of a larger program of in- 
the extension of the law with in-| ternational economic cooperation 
creased power was specifically) which stems from the Atlantic 
_supported and vigorously urged) Charter and includes our partici- 
by leading organizations repre-| pation in the Economic and Social 
| senting American business, farm Council, the International Mone- 
and labor groups. This program) tary Fund and the Bank for Re- 
has always had, and it continues) construction and Development, the 
| to have, a broad basis of popular! Food and Agriculture Organiza- | 


| 








of the government, with a sub- 
sidy, is in direct competition for 
the American wool market with 
another department, which is en- 
gaged in encouraging imports. It 
would seem that the State Depart- 
the deliberate strangulation of its; ment is deliberately attempting to 
commerce through the imposition | undercut the Agriculture Depart- 
of detailed administrative con-|ment’s price-support program. : 

trols. I need hardly tell you that The attempt to throw the man- 
such a development would be/tle of non-partisanship around 
seriously prejudicial to the es-| this program is likely to deceive 
sential interests of the United| very few people. Our bipartisan 
States. Through a judicious ex-| foreign policy on peace treaties 


be the accepted method by which 
nations regulate their foreign 
trade. If it were not for the initi- 
ative which our government has 
taken in this matter, the world 
would be headed straight toward 











support. Any party that sought to| tion, and other agencies which 
| destroy it would tar itself with! both parties in Congress have al- 
|the brush of economic isolation-| ready approved b 
ism and it is well known that iso-/| votes. 
lationism is a liability rather than| “These negotiations are a ne- 
an asset in contemporary politics.| cessary prerequisite to the estab-| 
E ; |lishment of the International | 
Past Value to U. S. |Trade Organization proposed by 
“Second, I shall not comment on/ the United States and this Or- 
your use of the words ‘pretended’ | ganization in turn is essential to 
and ‘ostensible’ in discussing the|the whole structure of interna- 
|administration of the Trade|tional cooperation in economic 
| Agreements Act. I should like,| and political affairs. The trade 
however, to call your attention to} negotiations and the ITO are part 
one indisputable fact. Between| and parcel of a program that is 
1934-35 and 1938-39 our imports} designed to promote the prosper- 
from countries with which we did| ity of the United States by ob- 
not have trade agreements in-| taining international agreements) 
creased 1242%; our imports from! which will commit the other coun- 


y overwhelming | 





| achieve these ends. 


ercise of the bargaining power}; was developed as a result of an 
which the Trade Agreements Act| invitation by the State Depart- 
has placed in our hands, I am con-| ment to Congressional leaders of 


|fident that we shall be able to! both parties to join in framing it. 


reverse this trend. Without that} No such policy has been followed 

power, there is little hope that we| by the State Department with 

should be able to do so. | respect to trade treaty negotia- 
“We are fighting for the preser-| tions, 


vation of the sort of a world in| If Mr. Clayton really desires to 
which Americans want to live—a| keep partisanship out of the trade 
world which holds out some prom- | agreement program, it would be 
ise for the future of private en-| appropriate for him to invite the 
terprise, of economic freedom, of| responsible Congressional com- 
rising standards of living, of in-| mittees into his confidence. As a 
ternational cooperation, of Secure | minimum, it seems to me, the 


ity amd peace. The trade agree-| Senate Finance and House Ways 


|ments program is an instrument | and Means Committees might well 


whose aid we need if we are to) be informed, in confidence, of the 


countries with which we did have 
trade agreements increased 22%. 
In the same period our exports to 
countries with which we did not 
have trade agreements increased 
32%; our exports to countries with 
which we had trade agreements 
increased 63%. It seems to me 
that this disposes of your conten- 
tion that the concessions obtained 
through trade agreement negotia- 
tions have been valueless to the 
United States. 


Concessions Will Be Flexible 


“Third, it is true that the list of 
products on which tariff conces- 
sions are now being considered is 
a long one. This list was issued 
for the purpose of assembling in- 
formation on these products and 
in order to give all interested 
parties a full opportunity to pre- 
sent their views. But it should 
not be inferred that the tariff on 
all of these products will be re- 
duced or that the tariff on any 
particular product will be reduced 
by the full amount permitted by 
the law. It should be noted, more- 
over, that the countries with 


which we are planning to negoti- 
ate represent not only a substan- 
tial percentage of our imports but 
also a substantial percentage of 








tries of the world against closing 
their markets to our goods. It is 
also designed to promote the 
peace by substituting consultation 
and cooperation for aggression and 
conflict in international econom- 
ic relations. 


Not a Destroyer of Protection 


“Fourth, the Administration has 
never sought ‘to destroy our sys- 
tem of tariff protection.’ It does 
not seek to do so now. Changes 
in tariffs have been made only 
after thorough investigation and 
full hearings. During four suc- 
cessive renewals of the Trade 
Agreements Act, both houses of 
Congress have built up a volu- 
minous record that covers, in de- 
tail, every criticism that has been 
raised concerning the operation of 
the Act. If you will examine this 
record you will find that particu- 
lar groups have expressed their 
fears concerning what might hap- 
pen to them at some future time. 
But you will find no demonstra- 
tion that these fears have ever 
been justified. If any industry in 
the United States has suffered 
serious injury as a result of the 
operation of the trade agreements 
program, the record does not dis- 


“Very truly yours, 


“W. L. CLAYTON, 

“Under Secretary.” 

% oe 

Senator Butler’s Rejoinder 

Senator Butler’s reply thereto, 
dated Jan. 21, follows: 

Mr. Calyton’s letter seems to 
miss a large part of the principal 
point at issue. He speaks of “in- 
suring that tariffs, rather than dis- 
criminatory import quotas, ex- 
change controls, and bilateral bar- 
ter deals, shall be the accepted 
method by which nations regulate 
their foreign trade.” This trade 
agreements program had already 
failed to do just exactly that, even 
during its earlier phase. It is 
admitted that the trend toward 
discrimination has _ accelerated 
since the war. When Mr. Clayton 
states that he is “confident that 
we shall be able to reverse this 
trend,’ he is taking on a large 
order. 

Denies GOP Support 

Just to clear the record, there 
are several errors in Mr. Clayton’s 
statement. Contrary to his state- 
ment, Republicans as a _ whole 
have not supported his program, 





close it. In the absence of any|but have urged amendments to 
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successive decisions and contem- 
plated steps in each stage of the 


| negotiations, including those tar- 





iffs recommended to be reduced 
by the committees of experts, 
prior to the actual bargaining. 


In recent months the American 
people have exhibited a new 
temper on their outlook on issues 
involving our relations with other 
countries. The direction of that 
feeling has not been toward any 
policy of “isolationism.” This new 
temper, I would say has been di- 
rected more toward a greater real- 
ism, a disposition to insist that in- 
ternational cooperation be a two- 
way, rather than a one-way street. 
It has been expressed in opposi- 
tion to further appeasementof Rus- 
sia, in opposition to the free and 
easy lending and giving of Ameri- 
can money to foreign nations, in 
opposition to again contributing a 
major portion of an international 
fund which can be wasted and 
mismanaged by others in the name 
of relief. ' 


Protection against a flood of im- 
ports is of equally vital import- 
ance to our national welfare. On 
this question likewise, I believe 
our people are disposed to insist 
on a program that is more truly * 
reciprocal. 
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little on strikes or strike set- 
tlements. Only the public! 
buys and sells on news of that | 
nature. 








Tomorrow’s 


Markets 
Walter Whyte 


at ate 
k °K * 


The question probably up-| 
permost in most minds is 

Says— | when will this market do) 
lii|something. Last week I had) 

y WALTER WHYTE ‘| hoped the answer would be)! 
Market now on verge of forthcoming this week. But) 
break-out. Question of direc-| the market can’t be pushed. | 
tion not settled. Surface signs | It takes its own time. When | 
say “up,” undercurrents point | it is ready to talk, it talks; 
“down.” | prodding it doesn’t get it any | 


The dullness which set in|Place. £ | 


after the averages moved up| z | 
to about 176, is still present | 











- 
ae 


'gerous as the specialized kidney 


Certain Depression Ahead! 


(Continued from page 595) 


doctor who looks at the world 
constantly in terms of kidneys ard 
therefore, is in favor of removing 
the kidneys of the entire popu- 
lace. The provable fact is that the 
monetary factors play but a minor 
part in determining good and bad 
times, or the general price for 
commodities and securities. Try 
if you will and explain today to 
the fur merchant or the citrus 
fruit grower, both of whom are 
among the increasing number un- 
able to get back even the cost of 
production for their product—that 
the amount of money in cir- 
culation or the other monetary 
factors are in such a favorable 


At this writing the aver-| 
at this writing. The uncer- 


tainties we wrote about in 
last week’s column are like- 
wise present. In fact the only 
thing changed in the past few 
days is that time has elapsed. 
And in this passing of time a 


ages have worked themselves |condition that furs and citrus 
into a corner forming a kind |fruits cannot possibly go into a 
of acoil. At least that is what | 4¢Pression. 
chartists call it. Usually this 
kind of action preceded a vio- 

production in Europe and other 


lent upswing. There is noth- 
parts of the world, if the supply 


Over-Spending and Over-Eating 
With the limited facilities for 





few things the market leans_ 


on have come closer to hap-| 
pening. 


hk 
i 
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The most important coming | 
event, at least the majority of | 
stock market - minded look | 
upon it as the most important, 
is the tax picture. The guesses | 
of what the new tax will be) 


range all the way from aj|couple of days of temporary |! 


poor yardstick to measure the | you would know how different is 
future by. 





ing, however, certain about 1e } 
8 . of money is increased drastically, 


future performance. And past | it of course, has an immediate 


performance frequently is a effect on the price level. Now, if 


From what I can) the American economy from that 
, f th action it | Of the other 79 countries of the 
recognize O e » 4\| world, study the science of medi- 
looks as if the breakout will cine in these countries. Whereas 


come out of a confusion of | in Europe, Asia and other con- 


you are as good as a “gonner” al- 
«Cau. 


Our Past Standard of Living 


Now, just how did the previous 
generation of America have the 
highest standard @f living in the 
world! In the dider countries, 
from time immemgafial, a substan- 
tial part of the national income 
went to pay the upkeep of mili- 
tary establishments that did not 
produce a single dollar of actual 
wealth. Find a country where 
there are many people in uniform, 
either in the Army or Navy, and 
you will find a country with a 
lowered standard of living. It is 
true that in the pioneer days of 
the pilgrims a substantial number 
of small communities could not 
produce wealth, but had to stand 
constantly on guard outside the 
stockades. But, as the country 
developed, we grow to a point 
where the amount of money spent 
for “the military policemen” got 
so small, that during the ’20s, for 
example, it was only 1% of the 
national income. The Second 
World War in one generation has 
changed all that. Today, and for 
years to come the biggest single 
factor in the financial lives of 
everyone of you here will be what 
you will pay annually for “the 
policemen.” Economically, the in- 
dividual with two policemen to 





good and bad market days, | tinents, practically all the basic 


: |'medical problems are due to mal- 
and will probably be on the /nutrition, in the United States, on | 


down side. There might be a'the contrary, most medical prob- | 
ems are due to over-indulgence. | 
In the same way, where depres- | 


straight 20% cut across the strength first, but basic cur-| 
board (Knutsen plan) down! rents seem to be in the direc- 
to a continuation of the status | tion of decline. 
quo (Truman plan). I have no we x 
a ee me wu hast week and the week 
about an 8% cut on the upper | before the downside support 


‘ , "| point was around the 170 
cncnng ght . at ares. SRR ‘level. Now it looks as if the 


: ; |support point should be at 
Ahi ‘ t th | the 174 point. On the up-side 

nother coming event the) resistance seems seems to be 
market has been looking for | from 176 to 180. Should the 
was the eG megevndbgeonl ‘averages go through the up- 
qscusion Uf the recent set er ranges the outlook wi 

k d Bis Steel ; /have changed. But in trading 
workers and Big Steel ls any it is wisest to expect the 


yardstick, the chances are| worst; at least be prepared 


K 


sions in other countries are due | 
to shortages, crop failures, etc., we | 
have never had a depression here 
caused by scarcity, but rather by | 
'over-abundance of almost every- 
| thing. Those who have been warn- 
ing the public that inflation was 
'coming, with its resulting scarci- 
| ties, are in store for serious dis- 
/illusionment from the greatest in- | 
‘dustrial and agricultural machine | 
ithe world has ever seen. 

| Iam going to try to put in sim- 
|ple terms the reasons why Amer- 
‘ica faces its most serious depres- 
'sion with a lowered standard of 
living. Let us suppose I am a real 
estate salesman and I succeed in 


selling you a home in a given 
neighborhood. After you paid your 
money and moved in, I tell you 


that the auto companies and 
electrical outfits will also set- 


for it. If it doesn’t material-| that the neighborhood is infested | 


tle their differences on the) }Z©; 


fine and good, you’ve lost | with murderers and arsonists and | 


same basis. Naturally a three-| nothing by waiting; if it does, |that if you do not hire two police- 


month deal isn’t the ideal set-| you are still secure. 


| 
| 
} 


up. But it is better than 


nothing. 


*% * 


* 
5 


From a market standpoint, 
strikes, actual or potential, 
have little influence. Main 
reason is that somewhere 
along the line somebody 
knows what the monetary re- 


sult will be and has acted ac- 
cordingly. It is therefore a par- 
tial answer why stocks do so 
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/men to stand in front of the house | 
i. . i and in the back of the house while 
; _you are asleep, that you will be a 
| There is one thing to say /|“gonner.” Obviously, you will say | 
| bout recent action, and that | that with such a financial burden | 


la 
is that prices can’t stay in the for PrOkSr HOR on TOME back, that | 


present zone much longer. So! With a stop at 37 and Dresser | 


|the chances are that before) .+ 17, stop 18. I should like to 

| many days you will have the add a few more issues. But, 

| vealed to “when will they | until I can see more, I’ll have 

'do something.” | tn Sadie foal 

5 More next Thursday. 
—Walter Whyte 


[The views expressed in this 
article do not necessarily at any 
'time coincide with those of the 
| Chronicle. They are presented as 


| those of the author only.] 
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|tors is in 
‘from the America of the past. You 
|can’t write the same check twice 
'to the automobile dealer, the radio 
|manufacturer or for any other 


|perity is over. 


| borrow 


| 


protect him while he sleeps is no 
different from the country with 
a two ocean navy and a record 
military establishment all around. 


Disastrous Taxation 


were On a gambling spree in the 
late 20s. The first sign of the 
crisls Came with the break in the 
security market late last summer. 
The second sign was the begin- 
ning of the collapse of the luxury 
industries, which obviously, are 
the first to go. Furs, cosmetics, 
night Clubs, jewelry, wines znd 
liquors, perfumes and a long list 
of other luxury lines are getting 
sicker and sicker as the average 


‘family finds it just does not have 


the money for luxuries after pay- 


'ing for the cost of necessities, plus 


record peacetime taxation. An- 
other phase, which we recently 
entered, is the beginning of the 
break in necessities, such as food 
products, textiles, building mate- 
rials, ete. Through some strange 
reasoning, the broker who sees his 
client owning textile shares out- 
right, believes that nothing seri- 
ous can happen to such a client, 
even though the management of 
the textile mill itself has beén 
gambling and has the mill at the 
point where it can’t stand even 
four or five months of declining 
business and declining prices. 


Depression Will Snowball 


In conclusion, I would like to 
Say two things about the nature 
of business depressions. First, that 
they develop a very high velocity 
once they start, being similar to a 
snowball rolling downhill. Sec- 
ond, if those who believe that 
there is big business in producing 
$5,000 homes to sell at $10,000 and 
$11,006 or to sell $800 cars at $1,- 
400 or $1,500 are in store for the 


shock of their lives. Not only is 
the business depression coming, 
but it is absolutely necessary if 
We are even to begin to maintain 
the standard of living of the mid- 
dle classes. They were wiped out 
in practically every other country 
as a result of wars so costly, that 
civilization could not possibly af- 
ford them. From here oh, we pay 
and pay and pay. 


The United States today, paying 
one-third of its entire national 
income to the various tax collec- 
far different position 


a 


gadget and at the same time write 
jt to pay for veteran’s hospitals, 
armament and a_ police force 
spread all over the world. 

Let us turn to another phase of 
the outlook. Where normally it 
took great ability to succeed in 


Los Angeles Stock Ex. 


American business, during the last 
several years, one had to be a 
veritable genius to fail in almost 
any form of economic activity. 
We have then built up a great 
backlog of hundreds of thousands 
of high cost inefficient farmers, 
retailers and manufacturers who 
can no jJonger make both ends 
meet now that the hothouse pros- 
Most businessmen 
and most individual citizens have 
no conception as yet as to the 
enormous financial burden 
must carry for the rest of their 
lives. Instead, we find they are 
going to different loan agencies to 
money actually to pay 
taxes and for living expenses as 
though by some : 
would change completely in six 
months or a year. From commer- 
cial banks of the country alone, 


over 100 millions weekly 


through this one channel. 


The Two Kinds of Depressions 


they | elevated tothat 


miracle things | 
|was 
| pointed presi- 
we see loans already at a new all- | 
| time high and jumping at the rate 
| of 


LOS ANGELES, CALIF.—B. P. 
Lester, Lester & Company, hasbeen 
elected Chairman of the Board of 
Governors of 
the Los An- 
geles Stock 
Exchange, 
succeeding 
McClarty 
Harbison, Har- 
bison & Greg- 
ory, who was 


position re- 
cently withthe 
appointment 
ofa paid presi- 
dent. 

W. G. Paul 
reap- 
B. P. Lester 
dent of the 
Exchange, a position he assumed 
recently when the membership 
authorized the creation of a posi- 
tion of paid president. 


Other officers named were: 


Now, there are two kinds of de- | Horace E. Martin, Crowell, Weed- 
pressions. First, the financial de-|on & Co., Vice-Chairman; P. J. 


pression, and second, the business 
depression. The depression from 
1929 to 1933 was largely a finan- 
cial depression with several thou- 
sand banks, investment trusts, 
brokers and other financial insti- 
tutions permanently closing their 
doors. During that period, there 
was not a single nationally known 
commercial or industrial receiver- 
ship. What we face now is nota 
‘inancial depression but a busi- 
ness depression, accompanied by 
cancellations of orders, the declin- 
ing value of inventories, the dis- 
appearance of cash resources and 
finally, large scale receiverships. 
American businessmen and indus- 
trialists have been on a gambling 
spree in recent years, just as the 








banks and financial institutions 


Shropshire, Mitchum, Tully & Co., 
Treasurer; and D. Roger Hopkins, 
Hopkins, Harbach & Co., Secre- 
tary. 

Inez Vermillion and A. R. Gil- 
bert were renamed Assistant 
Secretaries. 


re 


Joins Newhard Cook Staff 
(Special to Tue Francia. CHRONICLE) 
ST. LOUIS, MO.— George O. 

Jones has become associated with 

Newhard, Cook & Co., Fourth & 

Olive Streets, members of the 

New York and St. Louis Stock Ex- 





| changes and other exchanges, 
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Instalment Loans for Small Business 


(Contniued from page 604) 


few years been looking to the field | 
of consumer credit to supplement 
their earnings and to better take 
care of the credit needs of their 
customers and communities. It is | 
natural that they should do SO; | 
because actually, when we siop to. 
consider tae type of loans we have | 
available to us, it is apparent that) 
instalment loans offer the average | 
bank an excellent opportunity for | 
inereased earnings and at the 
same time offer a wide diversifi- 
cation of risk in a type of loan 
with the highest degree of liquid- 
ity. 

Crop loans and livestock, range, 


all your commercial loaning offi- 
cers to continually try to change 
pace in their thinking throughout 
the day. ; 

Higher than average commer- 
cial loan rates are in order for the 
smaller loans, at least, because the 
greater amount of servicing and 
cost of acquisition required, the 
higher the necessary rate. 

When you are dealing with 
businesses, the largest percentage 
of which have a net worth of less 
than $5,000 and are staffed with 
three employees or less, you are 
obviously dealing with a type that 
| will have the highest mortality 
rate, the least capital funds, and 
or feeder loans may also offer an| the poorest bookkeeping system, 
important addition to a bank’s if any. It will have the greatest 
lean portfolio. | vulnerability in the event of sick- 

You may have some warehouse | ness or death of the owner, and 
loans in your portfolio, but these | the most conglomerate type of se- 
are very limited in volume for| curity to offer. On the other hand, 
most banks. this type of business loan offers 

Accounts receivable are gener-| b@nks a wide diversification in 
ally available in volume only in their own communities where the 
manufacturing centers, and as a loaning officer’s knowledge of 
consequence, are not an important local conditions and neighborhood 
addition to the loan portfolios of | 2%4 community needs permits the 
most banks. use of greater wisdom, discretion, 

Loans on securities have been) 2d selection of the risk which 
pretty much curtailed by govern-, |S being taken than is possible for 





; - h governmental or other agencies. 
ment regulation, and: even wien) "|, spite of all the headaches 


j . low | - ; . 
available, represent a very _which go with this type of credit 


interest earning type. 


The degree of liquidity offered | 
by an. instalment loan portfolio is | 
in | 


frequently overlooked. Late 
1939, we made a study of our in- 
stalment loan portfolio, and this 
study showed that if we had 


stopped making loans at that time, | 


we would have had a 48% run- 
off in six months, and 73% within 
one year; this, in spite of the fact 
that loans were being made with 
maturiites. ranging from six 
months to five years, with nearly 


€4% of. our loans having an orig- | cause a policy of too low interest 


inal maturity of 36 months. 


.The problem as I see it is that 
all government agencies, as well| 
as banks, have in. the past been) 


largely geared to. care for the 


needs of medium to large busi-— 


ness only, and not the needs of 
small business. 
The reason for this is easy to 


see when we stop to analyze just} 


what is meant by small busi- 
nesses, and what goes to make up 
their total numbers. 


Seventy-three and three-tenths | 
active commer- | 


percent of all 
cial and industrial firms in the 
United States in 1942 had a tan- 


gible net worth of $5,000 or less, | 


and 415% had a tangible net 


worth of less than $1,000. A large | 


percentage of these businesses are 


one-man organizations with 82% | 
of them employing three persons | 


Or less. As a consequence, many of 
your personal loans to these in- 
dividuals are for use in the appli- 


cant’s business and their repay-| 
ment is. made out of profits from 


this business. 

These businesses, for the most 
part, could not make a financial 
statement which would justify the 
extension of much, if any, unse- 
cured credit, in the opinion of the 
average commercial loaning offi- 
cer; and yet many of. these same 
businesses would be entitled to 
credit, in the opinion of any well 
informed, experienced, instalment 
loan credit man; and furthermore, 
most of the loans so made would 
be paid back satisfactorily and 
with a higher interest rate to the 
bank than would. be asked or re- 
ceived if, the same credit were ex- 
tended as a commercial loan. 


Instalment Loan Technique 
Required 

To make this type of loan suc- 
cessfully and in volume requires 
an instalment loan technique, and 
certainly the smaller loans of this 
type (and they will be in the ma- 
jority) should by all means be 
made and serviced by your in- 
stalment loan department where 
the loaning officer or officers re- 
sponsible for the approval or dis- 
approval. of these loans can get 
the feel of them, instead of asking 





extension, the results, in my opin- 
ion, will greately outweigh them. 


Interest Rate and Charges 


In all propoganda by the gov- 
ernment regarding Federal loan 
aid to small business, an impor- 


tant point is made of the fact that 


small bus.ness needs a low inter- 
est rate to compete with large 
business. 

Do not be. stampeded by such 
talk into esiablishing too low an 
interest rate for these loans, be- 


for the small business borrower 
is not a sound one; instead of 
helping small business, such a 
policy actually does it an injus- 
tice. The differential between 4% 
and 5% per annum and 3% and 
4% more on borrowed funds has 
little or no bearing on the success 
or failure of a business. 

Low interest rates alone do not 
create volume. The only way I 


| know of to obtain volume in small 


business loans is through adver- 
tising, publicity and understand- 
ing and friendly aititude toward 


| your loan requests, and the proper 


facilities for the making and serv- 
icing of them. 


Mortality Rate of Small Business 


The operation of a business is a 
nard competitive struggle, and the 
vearly mortality rate is high. 
Nearly one-third of all new busi- 
ness enterprises fail in their first 
year; another 14% to 15% fail in 


their second year; and. very nearly 


70% are gone by the end of five 


| years. 


This high ratio of business fail- 
ures and discontinuances is a ter- 
rific source of waste. At the turn 
of the century, there were 1,174,- 
000 independent business enter- 
vrises in this country. By the end 
of 1940, the number had increased 
to 2,156,000. To achieve this net 
gain of less than 1,000,000, a total 
of 16,000,000 new business enter- 
orises were established during the 
10-year period, or an average of 
100.000 per year. 


We should not allow these fig- 
ures to discourage us, however, 
because there are many reasons 
why businesses go out of exist- 
ence; and in reality only a small 
vercentage of this number repre- 
sents actual failures, as indicated 
»Xy the fact that in 1921, for ex- 
ample, business failures totaled 
only only 1% of the total business 
n existence. 


Probably the best way to en- 
courage the small business man is 
to invite him to talk over his busi- 
ness problems with you as his 
banker. The average small-town 
banker is very close to the affairs 
of his community and is in an ex- 


cellent position to advise iin mat- 
ters regarding business location, 
lease terms, rental payments,)| 
working capital needs, capital ex- 
penditures, proper insurance cov- 
erage, and the need for keeping) 
an adequate set of books, etc. This 
shows up continually in various | 
studies of bankrupticies and fail- 
ures. | 
We must realize that times have | 
changed, and that the whole trend | 
of bank credit is definitely toward | 
instalment credit, whether it 





is | 
loans to finance automobiles, fur- 
niture, household appliances, com- | 
mercial and private aircraft, loans | 
for doctor bills, or term instal-| 
ment loans to business. 

In our office, we studied 328) 
loans made to businesses with as- 
sets of under $50,000 which 328 
loans represented one-sixth of the | 
active loans of this type on our | 
books in this particular office. The | 
outstanding total of ‘these loans) 
amounted to $652,308. Of these’ 
328 loans, 211 were instalment) 
loans, or 64.32% of the total by) 
number; and $274,740 was the| 
total dollar amount, or 42% of the | 
total. One hundred and sixty-nine | 
loans, or 51.54%, were made to| 
businesses established after 1942. 


A Federation of 
German States 


(Continued from page 603) 


silence. Bismarck took his pipe 
from his mouth, and looking at 
me, said, “Germany, for military 
reasons, requires a strong and 
highly-organized government.” He 
put the pipe back, and the sub- 
ject was dropped. 


That is a long time ago, but Bis- 
marck stated the specific reason 
why we should not now reorgan- 
ize Germany on that basis. We 
should reorganize Germany on a 
federal basis, and it can and 
should. be done without delay. 


The German people are a very 





| 
| 


ity. For two generations they 
have been under the control and 


istic spirit, and that has got to be 
checked. In my judgment, we 
should proceed without delay to 
the federal reorganization of Ger- 
many. 


I made these recommendations 
five years ago to President Frank- 


ister Winston Churchill. 
cepted them with great enthusi- 


them studied by their govern- 


that study is still going on. 


Prussia Danger Spot 


If we are to have a federal or- 
ganization, we should make sure 
that we make it impossible for 
Prussia to resume its control of 
the whole German people. It is 
the large land-owning element of 
Prussia and East Prussia, with 
zest for war and for conquest 
and for territorial conquests of 
one kind and another—which has 
wrecked the German people in 
these wars, and would wreck them 
again if it were permitted to go 
forward unhampered and un- 
checked. 


If my influence were to exist, I 
should see to it that Prussia as it 
is today was divided into two or 
three states of the new federation, 
and I should see to it that the cap- 
ita! of the new Germany was 
moved from Berlin to some one of 
the half dozen cities available for 
the purpose in central or southern 


Germany. I would see to it that 
all. emphasis. was laid on the in- 
tellectual and productive side of 
the German people, to have them 
go forward economically and in- 








dustrially, to have them go for- 





ward intellectually. and to bring | dominant spirit is effective, con- 
back their great universities to the | structive and helpful. 

position that they occupied before| If the English-speaking peoples, 
they, too, were wrecked. with their immense area, their 

If this could be done, we shall | huge population, their great intel- 
be carrying out the aim of the|lectual and economic achieve- 
Pilgrims. We shall be extending | ments, can unite together for this 
over a wider area that influence | constructive purpose, we shall al- 
of the fundamental principles of | most before we Know it have be- 
the United States and Great Brit-| gun to rebuild Central and West- 
ain to which we are devoted and) ern Europe and put those people 
in which we so heartily believe, | back on a peaceful footing, where 
| they, too, can share the benefits 
Speed Imperative | of what has been so great to the 
; | English-speaking peoples. 

But we must act without delay,| Believe me, my fellow Pilgrims, 
for, if we do not, other forces will| we are living in an age when 
be at work and make either im-| problems are so imperative and so 
possible or greatly delay the re- | pressing, that one cannot afford 
construction which is so impera-|to wait. We should act and act 
tive and so desirable. |quickly. The time has come to 

There is the situation as I see| rebuild a peaceful and economic 
it today. These are the aims of! and intellectual Germany and to 
the Pilgrims. They are the aims | seé to it that the militaristic ele- 
in which we profoundly believe.| ments which have so damaged 
We have witnessed them go for-| that people and brought them to 
ward in the United States and in| wrack and ruin during the past 
Great Britain, and while there is| two generations are no longer al- 
much still to be done, yet, every-| lowed to be effective. Thai is the 
thing is well under way, and the’ next step for the Pilgrims to take. 





Food Commission's Proposals 


(Continued from page 597) 
international wheat agreement are 


remarkable people. They have an. 
extraordinary amount—or degree, | 
perhaps, is better—of intellectual- | 


direction of. the Prussian militar- | 


lin Roosevelt and to Prime Min- | 
Both ac-| 


asm and said they were having! 


ments. I take it for granted that | 


“There is reason to hope—indeec. 
to expect—that the essential fea- 
tures ... will be made the basis 


of action.” 


Bruce Sees Farreaching Effects: 
Role For World Bank 


Speaking not as an Australiar 
but as the Commission’s chairman 
the Rt. Hon. S. M. Bruce expressec 
to that body the view that. the re- 
port’s recommendation of an an- 
nual review of national agricul- 
tural and nutritional programs 





opened the way to a new expan- 
sion and stability in agriculture 
which will have profound reper- 
cussions upon industry and. the 
whole economic structure. But tc 
achieve development. of. the les; 
advanced countries will involve 
| the provision. of great capita 
sums, Lord. Bruce said. Finally he 
stressed the need for the closesi 
cooperation among existing UN 
organizations and voiced the per- 
sonal view that ECOSOC shoulc 
take early and effective action to 
that end. 

| The official summary of the 
Commission’s report, in dealing 
with finance, cites as a requisite 
| of international aid that the coun- 
| try concerned must put its na- 
| tional finances on a firm founda- 
| tion and provide a_e substantia! 
| part of its own needs. The repor’ 
| states that the World Bank wil 

handle most of the developmen 

projects requiring international f. 

|nancing. It adds: “The Bank’s re- 
sources have not yet been stretch- 
| ed, but it will be disappointing if 
development does not gather such 
momentum as to make the pres- 
ently available resources quite in- 
adequate.” To lending countries 
“some of which have sensitive and 
unstable economies,” the Commis- 
sion recommends—doubtless tox 

optimistically—that international 
investments be timed as far a 
practicable to mitigate rather thai 

pganavate business cycle fluctua- 
ions. 


Believing that only by intergov- 
ernmental cooperation can agri- 
cultural price stability be achiev- 
ed, the report recommends “fo1 
many commodities” intergovern- 
mental commodity arrangemen's 
with in appropriate cases famine 
reserves of basic foods held na- 
tionally for use internationally 
and buffer stocks of commodities 
subject to seasonal and cyclic? 
fluctuations. These stocks would 
be used under internationally 
agreed rules. 


The report contains conclusion 
and recommendations concerning 
various commodities, including 
wheat, sugar, rice, livestock prod 
ucts, oils and fats, fish, tea anc 
cocoa, cotton, wool and timber. I 
suggests further study of maiz¢ 


rye, barley, other grains, tobacco 
| and coffee, The principles of an 














set forth in considerable detail. 


Different Course Than Orr 
Recommended 


From the foregoing it will be 
seen that the sessions in Washing- 
ton point the craft of international 
agricultural cooperation down a 
somewhat different road than was 
recommended by Sir John Orr at 
the time of the Copenhagen con- 
ference. Whereas Sir John Ad- 
vised the nations to create an in- 
ternationally-financed sort of ag- 
ricultural adjustment administra- 
tion, the present report is strictly 
limited to projects which can be 
nationally financed. While it was 
something of a job for the Amer- 
icans to convince some of the 
other delegations in Washington 
that an internationally-financed 
food: board would meet the ap- 
proval neither of Congress nor of 
various other countries which 
would be expected to put up funds 
therefore, in the end they were 
convinced. Thus, while the buf- 
fer-stock idea survives from the 
Orr recommendation, its financing 
is to be strictly on a national basis. 


One of the most important rec- 
ommendations of the Preparatory 
Commission is that calling for an 
annual review, at the FAO Con- 
ference, of national agricultural 
and nutritional programs. This 
recommendation, which originated 
with the U. S. Department of 
Agriculture, is expected to iron 
out conflicts and minimize the 
dangers of regressive measures. 
The emphasis, indeed, is on expan- 
sion. Annual review involves 
something more than passing nice- 
sounding resolutions, officials ex- 
plain; it constitutes a concrete 
program of action. 


Similarly, in recommending in- 
tergovernmental commodity 
agreements the Preparatory Com- 
mission seeks to move in the di- 
rection of expansion. Under past 
commodity agreements, officials 
state, the tendency was toward 
restriction of production and sales. 
The alternative to the course rec- 
ommended by the Preparatory 
Commission is an extension of 
unilateral action, necessarily re- 
strictive. As one delegate to the 
Commission explains it to the 
writer, the question is not one of 
commodity agreements versus free 
trade, but rather of internationally 
coordinated intervention versus 
unilateral national action. 

A third feature of the current 
recommendations is that of special 
price sales tied to surplus situa- 
tions, explained below. While this 
was part of the Orr proposals at 
Copenhagen, the Preparatory 








Commission has dropped Sir 
John’s plan for international fi- 
nancing thereof, and leaves the 


‘sales to the individual nations. 
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Obligations of Dealers and Broker 
In Interpreting Prospectuses 


(Continued from page 597) 


ing brokers and dealers clearly | 


have noticed the Commission’s 


|recent announcement concerning 


explain to their customers the in-| a revision of registration _State- 
formation contained in prospec-| ment Form S-1 and the elimina- 


tuses covering offerings of secur- 
ities under the Securities Act of 
1933. 

The general purpose of the Se- 
curities Act, as you well know, is 
to provide full and fair disclosure 
of material facts concerning the 
character of securities. This dis- 
closure is accomplished by means 
of registration statements which 
miust be filed with the Commission 
prior to the public offering or sale 
of any security by use of the mails 
or in interstate commerce. 


régistration statement contains in- | 


formation with respect to the is-| 
suer’s business, its securities, its 
management and the manner in| 
which the securities are to be of- 


'tion of two pre-existing forms, 
|A-1 and A-2. The new Form S-1 
is part of the Commission’s pro- 
gram to see to it that registration 
statements and the prospectuses 
filed with them are clarified, sim- 
plified and stripped of surplusage. 
You may rest assured that, if, at 
any time, we are satisfied that the 
public interest and the protection 
of investors will be adequately 


la risk: and the greater the risk 
| entailed, the greater should be the 
return on his investment. 

He should be made to under- 
stand that securities are intricate 
| merchandise which is not to be 
| bought blindly and that the data 
contained in the prospectus are 
| placed there so that he may, be- 
| fore buying an interest in a busi- 
| ness, evaluate its future earnings 
|and estimate the risks involved, 
|and then and only then decide 
| whether to buy. “Before you in- 
| vest—investigate” is by now a 
hackneyed phrase, but to my mind 
it is one which not only bears 
| repeating but one which should be 
instilled into the mind of every 
investor until, like the alphabet, 
it becomes part of his mental 





served by a further reduction in 





the quantum of information re-| 


The | quired in a registration statement | 


or prospectus, such reduction will 
be effected immediately. 


Efforts At Simplification 
Very likely you will recall that | 


fered. This document is a matter | in 1940 the Commission and rep-| 
of public record available for in-| resentatives of the securities in-| 
spection at the Commission’s of-| dustry got together and worked | 


fice. Of greater significance, how- | out certain proposals to amend the | ! . 
ever, Sa arousenin a prospective | Securities Act of 1933 and the Se- | ing page, I would turn to the fi- 
investor with ready access to ade-| curities Exchange Act of 1934. On 


quate information, is the require-| many points complete agreement 


ment that each purchaser receive | was reached while on others al- 


a copy of the statutory prospectus. | 

If these objectives of the Ac 
are to be attained, 
that the information in the pros- 
pectus in every instance reach 
the prospective investor before he 
buys co that he can make an in- 
formed judgment as to the risks 
involved in the purchase. As 
Chairman Caffrey indicated in his 
address before the Investment 


it is desirable’ W 


ternative suggestions were of- 


t| fered. These recommendations | 


ere submitted to the Congress | 
but the hearings were interrupted 


| because of the war emergency. | 


You may have noticed in the pa- 


'pers recently that this .program | 


has now been resumed. Some of | 
the problems confronting us in| 
1940 and 1941 have been solved by | 
amendment and administrative ac-| 


Bankers Association on Dec. 4, | tion, while others have arisen | 


1946, this end can best be achieved 
if you customers’ brokers will lit- 


erally sit down with an investor, | 4 


open the prospectus for him, ex- 
plain what it is, what it contains 


and actually guide him through it. | 


The 


meeds is nearly always to be found | 


im the prospectus and your ex- 
planation should make crystal 
clear to him just what the offering 
is about. 


Goal of the Prospectus 


information the customer, ™eans oO 


since that time and must be con- 
sidered in the light of present con- | 

itions. Representatives of the in- 
dustry, other interested parties | 
and the Commission are now giv-| 
ing serious study to ways and_| 
f arriving at a common) 
agreement as to changes, where | 
possible and desirable in the pub- | 


lic interest and consistent with the | , 
protection of investors. Among the | Whether the company is currently | 


| nancial statements. 
' reactions of some few persons to 


| derstanding of the others. 


equipment. 

If I were in your position, dis- 
cussing the contents of a prospec- 
tus with a customer I would be 
inclined to adopt the following 
procedure. 


Procedure in Explaining 
Prospectus 
After considering and explain- 
ing the information concerning 
the offering appearing on the fac- 


Despite the 


the contrary, these statements are 
furnished not to baffle or conceal, 
but to clarify and reveal the fi- 
nancial condition of the issuer as 
of the time of the offering. I 
would explain that these state- 
ments are the keystone of the 
prospectus and that all other in- 
formation in the prospectus is 
built around and is explanatory of 
them. The balance sheet, the prof- 


| it and loss statement and the state- 


ment of surplus should be ana- 
lyzed and explained. A compre- 


hension of each is necessary for a | 
| full understanding of the financial 


condition and operations of the 
enterprise. Each portrays a dif- 
ferent part of the company’‘s fi- 


| nancial picture and a study of each 


is necessary for a complete un- 
From 
them alone the investor can learn 


major problems to be considered financially sound and operating 


will be some simplification of the | 


registration process and the use| 


Of course from an ideal stand-' of a preliminary limited prospec- | 
point, the prospectus to be fully tus to be circulated among mem-| 
informative should be written so pers of the investing public during 
simply and concisely that any in- the “cooling period” between the 
vestor can understand it without filing and effective dates of the 
technical advice. It should con-/ registration statement. In the not | 
tain only material information in too far distant future it is hoped 
summarized form. All irrelevant that appropriate and workable 
data should be excluded. As We proposals will be submitted for 


all know from the experiences we 
have had, this ideal is not always 
Poss.ble to achieve. However, it 
is a goal to which the SEC, is- 
suers, underwriters and their 
counsel must constantly direct 
their efforts. 

At the Commission we are do- 
img all we can to make this ideal 
a@ reality. We have undertaken a 
program to simplify our forms. 
And, to facilitate the registration 
process, the staff is always avail- 
able for conferences with issuers 
and underwriters before and after 
registration statements have been 
filed. We have constantly urged 
the use of a concise and readable 
document. Unfortunately, our ef- 
forts in this respect have not al- 
Ways been as successful as we 
wish them to be. Frequently, the 
Prospectus is an almost complete 
copy of the text of the registra- 
tion statement and contains a 
mumber of irrelevant items which 
tend to becloud rather than reveal 
the salient, necessary information. 
I am thoroughly convinced that as 
a general rule the material facts 
concerning almost any security of- 
fering can be digested in a pro- 
spectus of not more than 20 
printed pages. Within recent 
months you have seen examples 
of this type where a few large 
corporations with extensive hold- 
ings have made offerings of secur- 
ities to the general public and 
Rave boiled down the data in the 
Pprosvectus to approximately that 
mumber of pages and less. 


, consideration by the Congress. 


Since the Commission is inter- 
| ested in tht views of all persons 
|'who feel they can contribute 
| helpful comments, I suggest that 
| you men, who know the securities 
business and the needs of inves- 
tors so well, cooperate with us in 
this endeavor. Any views you 
may present, either for or against 
amendments to these Acts as they 
now stand, will receive careful 
consideration. 

When speaking of investors in 
this discussion let me now point 
| out that I have reference only to 
persons who buy securities to hold 
for an indefinite period of time, 
persons who are interested chiefly 
in the protection of their capital 
investment and the receipt of div- 
idends or interest. I do not refer 
in any way to the so called gam- 
bler who buys for a short-swing 
profit and who is primarily con- 
cerned with inside “tips” rather 
than sound long-term investments. 


| Basic Principles 


| When sitting down with a po- 
tential investor I believe that you, 








| as customers’ brokers, might well 
keep in mind two basic principles 


| 


which should be made clear to 
him: (1) The purchase of a secur- 
ity is the purchase of a general or 
restricted interest in the future 
earnings of a business; a general 
interest if the security is a com- 
mon stock and a restricted interest 
if it is a preferred stock, a note 
or a bond. (2) A persons who in- 


In this connection you no doubt! vests in a security puts money at 


on a profitable basis. 
Next we would turn to the sum- 


mary of earnings for past years, | 
because the investor should know | 


not only whether the company is 
making money at the present time 
but also whether it has a favorable 


history of successful operation | 
over an extended period and its) 


present earning position is not 
merely a fortuitous circumstance. 

The past earning record, how- 
ever, is again only a part of the 
story. The investor should know 


that he will be able to judge 
whether there is reasonable prob- 
ability of its continuance. By 
turning to that part of the pro- 
spectus covering the history of the 
business he will receive some as- 
sistance on this score. There he 
may learn what part of the earn- 
ings record was based on ordi- 
nary peace-time production as 
contrasted with war-time opera- 
tions or other extraordinary con- 
ditions. He will also find infor- 
mation concerning the company’s 
organization and structure, the 
nature and diversification of its 
activities, a description of its 
plants and other facilities, its 
source of materials, the nature of 
its products, the manner in which 
they are distributed, its proposed 
activities and the extent of com- 
petition in the same field. With a 
knowledge of these factors, he 
may make some estimate of the 
issuer’s ability to operate profit- 
ably in the future. 

After discussing the history of 
the business, I would turn to that 
portion of the prospectus covering 
the management and control of 
the issuer. If the company has 
enjoyed a favorable record of 
earnings, it is important for the 
investor to know whether the offi- 
cers and directors who success- 
fully guided the business in the 
past are to continue to direct it 
in the future. If a successful and 





the background of that record so. 


experienced management has been 
succeeded by one without experi- 
ence a glowing record of past 
earnings might well go glimmer- 
ing and the capital investment 
risk be substantially increased. 
From the foregoing the investor 
may judge whether the condition 
of the business is sound and 
whether the company’s prospects 
for future earnings are favorable. 


Capitalization Items 


I would next-.refer to the gen- 
eral capitalization and a detailed 
description of the security being 
offered by the prospectus. It 
should be explained to the in- 
vestor whether a debt or an 
equity security is involved and 
whether, in the event he pur- 
chases, he will become a creditor 
of the company or a part owner 
of the business subject to the 
risks thereby entailed. If an 
equity security is offered, his at- 
tention should be directed to the 
dividend record of the company 
and it should be explained 
'whether his rights to dividends 
are contingent upon the prior 


on other securities which have 
been or are being issued by the 
company. 

| To the extent that such a dis- 
‘cussion is pertinent I would indi- 
/cate and explain the voting rights 
|given to a holder of the security, 





/and whatever conversion, redemp- | 
‘tion or liquidation features the! 


/security may possess. I would 
also point out any provisions 
'which might permit dilution cof 
‘his interest in the business and, 
in any case where a debt security 


is being offered, the manner in| 


which his investment is secured 
or subject to the prior claims of 
senior security holders. 

I would indicate what the terms 
of the offering are, and in this 
/connection, I should think the in- 
'vestor would be particularly in- 
| terested in and should know just 
\how much of his capital invest- 
‘ment is going into the business, 
‘as contrasted to the amount that 
will be absorbed by payments to 
underwriters and selling group 
}members and by other expenses 
'entailed in the offering and dis- 
'tribution of the security. If the 


being stabilized during the dis- 
tribution period, this fact should 
be noted as well as its significance. 

Lastly, I would refer to the 
statements concerning the pro- 
posed use to be made by the is- 
isuer of the proceeds from the 
'offering, so that the investor may 
| know whether his money will be 
ispent upon new financing and 
|further development of the en- 
'terprise or utilized for the pay- 
ment of past obligations. If the 
offering is made on behalf of 
selling stockholders, the investor 
should be advised of the impli- 
cations of a bail out, if such may 
be inferred, 

The foregoing represents but a 
brief review of the elementary 
factors concerning a security of- 
fering in which I believe every 
investor is or ought to be vitally 
interested. As you appreciate, it 
constitutes merely a skeleton out- 
line of such factors and the ap- 
proach which I would take, if I 
myself were explaining the con- 
tents of the prospectus to a po- 
tential purchasing customer. 


Place Yourself in Customer’s 
Position 


When you sit down with your 
customer, try to place yourself in 
his position or, in other words, 
put yourself on his side of the 
table. By trying to think from 
his point of view, you will be 
sure to offer him only what is 
suitable for his portfolio. It might 
be well, at that time, to ask your- 
self these questions: What type 
of security would I want if I were 
in this fellow’s shoes? And, is 
this particular security the one 
which I would buy under the 
same circumstances? 

If such a procedure were fol- 
lowed by brokers and dealers in 
offering to customers securities 
which are subject to the prospec- 





payment of dividends or interest | 


offering price of the security is | 


tus requirements of the Act, I 
believe the resulting benefits 
would inure not only to the cus- 
tomer’s but to your own advan- 
tage as well. You and I know that 
the securities business would be 
benefited immeasurably by the 
education of investors. I know of 
no way in which such education 
may. be better achieved than by 
this process of sitting down with 
the investor and explaining to him 
the _basic, necessary facts con- 
cerning proposed investments, I 
feel certain that if such an educa- 
tion program were adopted and 
actively practiced by members of 
the securities business generally, 
the gains which would accrue to 
it- in good will alone would be 
tremendous. You and I have 
learned by riow that a satisfied 
customer is the best customer and 
one who will return to do busi- 
ness in the future. We have also 
learned that the more securities 
are held by informed investors, 
the less danger there is of panic 
sales and manipulation. 


A Word of Caution 


Now, before relinquishing the 
rostrum, let me stress a word of 
caution. I appreciate that you men 
represent a very high type in the 
securities business and that you 
are intent upon lifting that busi- 
ness to a lofty professional plane. 
All of you, I am sure, aim to make 
and keep the businass one in 
which only the highest standards 
.of commercial conduct are cb- 
|served between brokers and their 
customers. Like the Commission, 
‘you must realize that abusive 
practices in the sale of securities 
|should stop and that uninformed 
|customers should be effectively 
|protected against the overreach- 
|ings of those who are familiar 
| with the securities market. If this 
is not your viewpoint, I say it 
should be. It must not be the 
/'Commission’s responsibility alone, 
| but yours as well, to see to it that 
|all unworthy representatives of 
| the business are removed from the 
| field. 
| We all know that, like the chain 
|with the weak link, the securities 
| business, in the eyes of the public, 
is often only as respectable as its 
|most disreputable representatives. 
If sharp and abusive practices are 
engaged in by your members, not 
only the reputation of the crooked 
salesman is involved but the rep- 
utation of the industry as a: whole. 

For at least the past five years 
the Commission has taken the 
view that, because of certain in- 
herent characteristics in the se- 
curities business, special obliga- 
tions are owed by dealers to their 
customers, The dealer, by holding 
himself out to be a person skilled 
in security and investment mat- 
ters, cultivates his customer’s 
trust and confidence. From this 
confidential relationship rises an 
implied representation that he 
will deal fairly with his customer. 
The Commission’s conclusion in 
this respect was affirmed by the 
United States Court of Appeals 
for this Circuit in the case against 
Charles Hughes & Co.* In his 
opinion, Judge Clark said that in 
propounding this theory, the Com- 
mission had “correctly interpreted 
its responsibilities to stop * * * 
abusive practices in the sale of 
securities.” Now, if a dealer can 
be said to have this obligation to 
deal fairly with his customer in 
principal transactions, certainly a 
broker acting. as his customer’s 
agent. and occupying a fiduciary 
relationship: to him owes at the 
very least a duty to deal fairly 
with him. 

If you and your compatriots 
will recognize and strictly adhere 
to the obligation of fair dealing 
which each of you owes to his cus- 
tomers, you will perform a public 
service for investors, greatly en- 
hance the standing of your fra- 
ternity and, incidentally, lighten 
beyond measure the administra- 
tive and enforcement burden now 
borne by the Commission. 


*193 F (2d) 434 (C.C.A. 2, 1943), 
cert. den. 321 U. S. 768 (1944). 
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@ INDICATES ADDITIONS SINCE PREVIOUS ISSUE 





Acme Electric Corp., Cuba, N. Y. 

June 26 filed 132,740 shares ($1 par) common stock. 
Underwriters—Herrick, Waddell & Co., Inc., and First 
Colony Corp. Offering—To be offered publicly at $5 
ashare. Proceeds—Company will receive proceeds from 
the sale of 68,880 shares and four selling stockholders 
the proceeds from the sale of 63,860 shares. Company 
also will receive proceeds from the sale of 20,000 war- 
rants for common stock to underwriters at an aggregate 
price of $200. Of the net proceeds ($292,940) $50,000 
will be used to pay current bank loans; about $20,000 
will be used for machinery and equipment, and the re- 
mainder for working capital. 


Aerovox Corp., Bedford, Mass. 


Aug. 22 filed $1,500,000 of 5% sinking fund debentures, 
due 1961, and 50,000 shares ($1 par) common stock. 
Underwriter—Ames, Emerich & Co., Inc., and Dempsey 
& Co., Chicago. Offering—The debentures will be of- 
fered publicly. The common shares will be issuable upon 
the exercise of stock purchase warrants for purchase of 
common stock at $2 a share above the bid price of such 
common on the effective date of the registration. Com- 
pany will sell warrants for 25,000 common shares to the 
underwriters at 10 cents a warrant. The remaining war- 
rants will be sold to officers and employees of the com- 
pany. Price—Debentures at 98. Proceeds—Company will 
use $1,025,000 of proceeds of debs. for payment of an 
indebtedness to Bankers Trust Co., New York. Balance, 
will be added to working capital. An application is 
expected to be filed shortly withdrawing statement from 
registration. 


@ Agau Mining Co., Carson City, Nev. 

Jan. 20 (letter of notification) 295,000 shares of common. 
Price—-$1 a share. Underwriters by later notification. For 
mine exploration and development. 


Air Lanes, Inc., Portiand, Me. 
Oct. 9 (letter of notification) 15,000 shares each of pre- 
ferred and common. Offering price, $10 a preferred 
share and 1 cent a common share. If offerings are made 
fin the State of Maine, they will be made by Frederick 
Cc. Adams & Co., Boston. To complete plant and equip- 
ment and to provide working capital. 


@ Airport Advertising, Inc., Washington, D. C. 
Jan. 20 (letter of notification) 1,000 shares ($100 par) 5% 
cumulative preferred and 1,400 shares ($1 par) common 
to be sold in units of five shares of preferred and seven 
shares of common. Price—$500 per unit. No under- 
writing. For retirement of indebtedness and for working 
capital. 


@ Ajirvet Aviation Mechanical School Inc., New 
York (2/4) 

Jan. 28 (letter of notification) 300 shares of 6% non- 
convertible preferred stock (par $100). No underwrit- 
ing. Price, $100 per share. For purchase of materials 
for aviation school, including pick-up truck, office fur- 
miture, aircraft, hand tools, power machinery and shop 
supplies. 


® Aiban Health Foods Bakery, Inc., Norwood, Ohio 


Jan. 20 (letter of notification) 1,000 shares ($100 par) 
6% preferred and 200 shares (no par) common. Price— 
$505 per unit consisting of 5 shares of preferred and one 
share of common. No underwriting. For erection of new 
bakery. 


American Broadcasting Co., Inc., N. Y. 


June 27 filed 950,000 shares ($1 par) common stock. 
Underwriter—Dillon, Read & Co. Inc., New York. Offer- 
ing—A maximum of 100,000 shares may be sold by com- 
pany to persons, firms, or corporations with whom the 
corporation had network affiliation agreements on March 
81. The remainder will be offered publicly. Price by 
amendment. Proceeds—To prepay notes payable to ac- 
quire radio station WXYZ, to construct broadcast trans- 
ort station KGO at San Francisco and for working 
capital. 


American Building Corp., Dover, Del. 
Nov. 5 (letter of notification) 20,000 shares each ($10 
par) 5% cumulative preferred and no par common. Price, 
$10 a unit consisting of one share of preferred and one 
share of common. Underwriter—E. M. Fitch & Co., Phila- 






delphia. Proceeds—For additional machinery, working 
capital and other corporate purposes. 


American Colortype Co., Clifton, N. J. 
Aug. 12 filed 30,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriter—White, Weld & Co. Price 
by amendment. Proceeds—Net proceeds initially will 
be added to general funds, however, the company antici- 
pates it will vse the funds for its building and expansion 
program. Offering date indefinite 


American Locomotive Co., New York 


July 18 filed 100,000 shares each of $100 par prior pre- 
ferred stock and $100°par convertible second preferred 
stock. Underwriting—Union Securities Corp., New York. 
Price by amendment. Proceeds—Net proceeds, with 
other funds, will be used to redeem $20,000,000 of 7% 
cumulative preferred stock at’$115 a share plus accrued 
dividends. Indefinitely postponed. 


American Water Works Co., Inc., N. Y. 

March 30 filed 2,343,105 shares of common (par $5) plus 
an additional number determinable only after the re- 
sults of competitive bidding are known. Underwriters— 
To be filed by amendment. Probable bidders include 
Dillon, Read & Co. Inc., White Weld & Co., and Shields 
& Co. (jointly}, and W. C. Langley & Co. and The 
First Boston Corp. (Jointly). Offering—Price to public 
by amendment. Jan. 23, company filed with the SEC 
amendments to its recapitalization plan as suggested by 
the Commission. These provide for escrowing the sum 
of $2,200,000 to cover the call premium on the preferred 
stock; increase in terms to Community Water Service 
Co. and Ohio Cities Water Corp. preferred stock to 
$180 and $159 a share, respectively, plus accrued divi- 
dends at 7% annually from Nov. 1, 1945, compared with 
$135 and $120 a share offered in the original plan; and 
the issuance of one share of common stock of the new 
Water Works Holding Co. for each 20 common shares 
of Community outstanding. 


American Zinc, Lead & Smelting Co., St. Louls 
Sept. 6 filed 336,550 shares common stock (par $1). Un- 
derwriting—No underwriting. Offering—Stock will be 
offered for subscription to common stockholders in 
the ratio of one additional share for each two shares 
held. Unsubscribed shares will be offered for subscrip- 
tion to officers and directors of the company Price—By 
amendment. Proceeds—Working capital. Offering in- 
definitely postponed. 


@ Apollo Records, Inc., New York (2/4) 


Jan. 28 (letter of notification) 20,000 shares of common 
stock (par 10¢). No underwriting. Price, $5 per share. 
Proceeds will be added to working capital. Company 
has sold 15,700 shares of 25,000 filed Aug. 23, 1946 at 
$5 per share. Balance of 9,300 unsold are to be offered 
concurrently with present 20,000 shares. 


@® Arapahoe Basin, Inc., Denver, Colo. 


Jan. 21 (letter of notification) 46,658 shares of common 
and 35,759 shares of 6% cumulative preferred. Price— 
$1 per share for each. No underwriting. To construct 
winter sports resort. 


Arkansas Western Gas Co. 


June 5 filed 16,197 shares of common stock (par $5). 
Underwriters—Rauscher, Pierce & Co. Inc., and E. H. 
Rollins & Sons Inc. Offering—Stock will be offered to 
the public. Price by amendment. Shares are being sold 
by six stockholders. 


Armour and Co., Chicago 


July 12 filed 350,000 shares (no par) cumulative first 
preference stock, Series A; 300,000 shares of convertible 
second preference stock, Series A, and 1,355,240 shares 
common stock (par $5). Underwriter—Kuhn, Loeb & 
Co., New York. Offering—The 350,000 shares of first 
preference stock will be offered in exchange to holders 
of its 532,996 shares of $6 cumulative convertible prior 
preferred stock at the rate of 1.4 shares of first prefer- 
ence stock for each share of $6 prior preferred. Shares 
of first preference not issued in exchange will be sold 
to underwriters. The 300,000 shares of second preference 
stock will be offered publicly. The 1,355,240 shares of 
common will be offered for subscription to common 
stockholders of the company in the ratio of one-third 
of a new share for each common share held. Unsub- 


scribed shares of common will be purchased by the 
underwriters. Price—Public offering prices by amend 
ment. Preceeds—Net proceeds will be used to retire all 
unexchanged shares of $6 prior stock and to redeem dt# 
outstanding 7% preferred stock. 

George Eastwood, President, in letter to stockhol 
Dec. 22 said “we have come to the conclusion it w 
not be necessary to issue any additional shares of com— 
mon stock” as part of company’s refinancing plan. 


Artcraft Hosiery Co., Philadelphia 

Sept. 27 filed 53,648 shares ($25 par) 442% cumulative 
convertible preferred and 150,000 shares ($1 par) com- 
mon. It also covers shares of common reserved for issu- 
ance upon conversion of preferred. Underwriter—New-— 
burger & Hano, Philadelphia. Price—$25.50 a preferr 
share and $12 a common share. Proceeds—Company 
receive proceeds from the sale of all of the prefe 
and 100,00 shares of common. The remaining 50, 
shares of common are being sold by three stockholders. 
Estimated net proceeds of $2,300,000 will be used by 
the company to pay off bank notes of about $1,100,000 
and to purchase additional machinery and equipment 
in the amount of $1,200,000. Offering date indefinite. 


Atlantic Refining Co., Philadelphia 


Oct. 29 filed 295,000 shares ($100 par) cumulative pref- 
erence stock. Underwriter—Smith, Barney & Co., New 
York. Offering—Stock will be offered for subscription 
to common stockholders on the basis of one share of 
preference stock for each nine shares held. Unsub- 
scribed shares will be sold to the underwriters who wil 
reoffer it to the public. Price by amendment. Proceeds 
—A maximum of $15,540,000 of the net proceeds will he 
applied to redemption of the company’s cumulative pre- 
ferred stock, convertible 4% Series A, at $105 a shame. 
The balance will be added to general funds for corporate 
purposes including repayment of obligations, acquisitiom 
of additional production, and expansion of refining, 
transportation and marketing facilities. Offering temper- 
arily postponed. 


Bachmann Uxbridge Worsted Corp. 


Nov. 27 filed 45,000 shares of 4% preferred stock ord 
$100) and 200,000 shares of common stock (par $1). 
Underwriters—Kidder, Peabody & Co. and Bear, Stearne 
& Co. Proceeds—Will go to selling stockholders. Price 
by amendment. Offering date indefinite. 


Basic Food Materials, Inc., Cleveland, Ohio 


Nov. 26 (letter of notification) 5,000 shares (no par) 
common, to be offered to stockholders; 295 shares o@ 
($100 par) preferred, 4,750 shares (no par) common an@ 
$50,000 10-year 5% debenture notes, all to be offered te 
the public. Prices—$5 per common share to stockholders; 
$10 per common share to public, $100 per preferred share 
and debentures at face. No underwriting. To increase 
working capital. 


Beaunit Mills, Inc,, New York 
Sept. 27 filed 180,000 shares ($2.50 par) common. Under- 
writer — White, Weld & Co., New York. Price — By 
amendment. Proceeds—Of the total, 140,000 shares are 
being sold by St. Regis Paper Co., New York, and the 
remaining 40,000 shares are being sold by I. Rogosin, 
President of Beaunit Mills, Inc, 


@ Benson (N. P.) Optical Co., Minneapolis, Minn. 
Jan. 21 (letter of notification) 1,500 shares of B preferred 
stock. Price, $100 a share. No underwriting. For new 
equipment, establishment of new locations and general 
expansion of business. 


Berbiglia, Inc., Kansas City, Mo. 


Sept. 12 (letter of notification) 41,000 shares of 5% 
cumulative convertible $6 par preferred. Offering price, 
$6 a share. Underwriter—Estes, Snyder & Co., Topeka, 
Kans. To pay outstanding indebtedness and expenses and 
to open five additional stores in Kansas City, Mo. Offer- 
ing postponed indefinitely. 


Berg Plastics & Die Casting Co., Inc. (2/3-7)' 


Oct. 31 (letter of notification) 75,000 shares (10c par 

common. Price—$4 a share. Underwriter—E. F. Gilles- 

pie & Co., Inc. Proceeds—For acquisition of machinery, 

tools and raw materials, and for working capital. 
(Continued on page 638) 
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(Showing probable date of offering) 


January 30, 1947 
Conditional Sales Agreement 


February 1, 1947 
Graybar Electric Co 


February 3, 1947 


Berg Plastics & Die Casting Co., Inc 

Colonial Sand & Stone Co 

Gordon Foods, Inc 

Pittsburgh Coal & Chemical Co 

Signature Recording Corp Capital Stock 
Southwestern Associated Telephone Co.__Preferred 


February 4, 1947 


Airvet Aviation Mechanical School Inc.__Preferred 

Apollo Records, Inc 

New York Chicago & St. Louis RR.__Eqpt. Tr. Ctfs. 

New York State Electric & Gas Corp. 
Noon (EST) 

Two to Six Inc 


February 5, 1947 
Norwich & Worcester RR 


February 11, 1947 
New York Central RR. (noon EST)-_--Capital Stk. 


February 13, 1947 
Wheeling & Lake Erie RR Equip. Trust Ctfs. 


February 20, 1947 
Hercules Steel Products Co 


Erie RR 


Common 


Preferred 
Common 


Common 











(Continued from page 637) 


@ Birmingham Gas Co., Birmingham, Ala. 


Jan. 15 (letter of notification) 45,509 shares ($2 par) 
common, Price—$8 a share. For pro rata subscription 
by common stockholders: Southern Natural Gas Co. will 
purchase any unsubscribed shares for investment. For 
additional working capital. 


@® Bixler Corp., Cleveland, Ohio 


Jan. 24 (letter of notification) 1,500 shares ($100 par) 
8% cumulative preferred. Price, $100 a share. No 
underwriting. To purchase royalty agreements and to 
purchase manufacturing tools and supplies. 


Biumenthal (Sidney) & Co. Inc., New York 


Aug. 30 filed 119,706 shares (no par) common and sub- 
scription warrants relating to 30,000 shares thereof. 
Underwriting — None. Proceeds—For reimbursement 
of company’s treasury for funds expended in re- 
demption of 3,907 shares of 7% cumulative pre- 
ferred on April 1, and for funds deposited in trust for 
redemption on Oct, 1 of remaining preferred shares. Al- 
though it was proposed to offer the stock for subscrip- 
tion to stockholders at $10 per share, company on Sept. 
20 decided to withhold action at this time. 


Book-of-the-month Club, Inc., New York 


Oct. 28 filed 300,000 shares ($1.25 par) capital stock. 
Underwriter—Eastman, Dillon & Co., New York. Offer- 
ing—Of the total, the company is selling 100,000 shares 


and six stockholders, including Harry Scherman, Presi- 
dent, and Meredith Wood, Vice-President, are selling 
the remaining 200,000 shares. Price by amendment. 
Proceeds—Company will use its net proceeds for work- 
ing capital to be used for expansion of inventories of 
paper and other raw materials and book inventories. 
Offering date indefinite. 


Boston Store of Chicago, Inc. 


Sept. 10 filed 30,000 shares ($50 par) 5% cumulative 
preferred and 500,000 shares ($1 par) common. Under- 
writers—Paul H. Davis & Co. and Stroud & Co., Inc. 
Offering—Preferred will have non-detachable stock 
purchase warrants for purchase of 30,000 shares of com< 
mon stock of the total common, 375,000 shares will be 
offered for sale for cash. 30,000 shares are reserved for 
issuance upon exercise of warrants attached to preferred 
end 95,000 shares are reserved for issuance upon exer- 
cise of outstanding warrants. Price—By amendment. 
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Proceeds—Net proceeds, together with other funds, will 
be used to pay the company’s 2% subordinated note in 
the principal amount of $5,268,750 and accrued interest. 
Offering date indefinite. 


Bowman Gum, Inc., Philadelphia 


Sept. 27 filed 268,875 shares ($1 par) common. Under- 
writer—Van Alstyne, Noel & Co., New York. Price—By 
amendment. Proceeds—Stock is being sold by share- 
holders who will receive proceeds. 


Braunstein (Harry), Inc., Wilmington, Del. 
Sept. 25 filed 12,500 shares ($25 par) 4%% cumulative 
convertible preferred stock and 50,000 shares (20¢ par) 
common stock. Underwriter — C. K. Pistell & Co., Inc., 
New York. Price — $25 a share for preferred and $11 
a share for common. Proceeds—7,000 preferred shares 
are being sold by company, the remaining 5,500 pre- 
Serred shares and all of the common are *eing sold by 
present stockholders. Net proceeds to the company, es- 
timated at $147,500, will be used to prepay to the ex- 
tent possible outstanding $149,300 mortgage liabilities. 
Offering date indefinite. 


Brooklyn (N. Y.) Union Gas Co. 


May 3 filed 70,000 shares of cumulative preferred stock 
($100 par). Underwriters—To be filed by amendment. 

Bids Rejected—Company July 23 rejected two bids re- 
ceived for the stock. Blyth & Co., Inc., and F. S. Mose- 
ley & Co. and associates submitted a bid of 100.06 for a 
4.30% dividend. Harriman Ripley & Co. and Mellon 
Securities Corp. bid 100.779 for a 4.40% dividend. In- 
definitely postponed. 


California Oregon Power Co. 


May 24 filed 312,000 shares of common stock (no par). 
Stock will be sold through competitive bidding. Under- 
writers—Names by amendment. Probable bidders in- 
clude Blyth & Co., Inc.; The First Boston Corp.; Harri- 
man Ripley & Co. Offering—Stock is being sold by 
Standard Gas and Electric Co., parent, of California. 
Bids Rejected—Standard Gas & Electric Co. rejected 
June 25 two bids for the purchase of the stock as un- 
satisfactory. Blyth & Co., Inc., and First Boston Corp. 
bid of $28.33 a share, and Harriman Ripley & Co. bid 
of $24.031 a share. Stock will again be put up for sale 
when market conditions improve. 


@ Capital Siiver-Lead Mining Co., Wallace, Idaho 


Jan. 21 (letter of notification) 1,00,000 shares of common. 
Price—15 cents a share. Underwriter—Standard Securi- 


ties Corp. and Fidelity Investment Co. For development 
of mining properties. 


Carscor Porcupine Gold Mines, Ltd., of Toronto, 
Ontario Pile ore 


June 24 filed 400,000 shares of common stock. Under- 
writer—No underwriters. Offering—To the public at 
$1 a share in Canadian funds. Proceeds—For a variety 
of purposes in connection with exploration, sinking of 
shafts, diamond drilling and working capital. 


Central Soya Co., Inc., Fort Wayne, Ind. 

Aug. 21 filed 90,000 shares (no par) common. Under- 
writer—None. Offering—Common shares initially will 
be offered for subscription to common stockholders at 
rate of one share for each 713 shares held. Unsubscribed 
shares will be sold to underwriters. Price by amend- 
ment. Proeeeds—Working capital, etc. Offering indefin- 
itely postponed. 


Colonial Airlines, Inc., New York 

Oct. 25 filed 150,000 shares ($1 par) capital stock. Under- 
writer—Auchincloss, Parker & Redpath, Washington, 
D. C. and Hornblower and Weeks, New York. Price by 
amendment. Proceeds—Net proceeds will be used to pay 
off a $550,000 loan to the Continental Bank & Trust Co. 
of New York; purchase equipment and development ex- 
penses of Bermuda route. The balance will be used to in- 
crease working capital. 


®@ Colonial Poultry Farms, Inc., Pleasant Hill, Mo. 
Jan. 24 (letter of notification) 10,904 shares ($10 par) 
common. Price, $10 a share. No underwriting. For 
acquiring additional plants. 


Colonial Sand & Stone Co., Inc., N. ¥. (2/3-4) 
Aug. 15 filed 250,000 shares ($1 par) common stock. 
Underwriters—Emanuel, Deetjen & Co., and Allen & Co., 
New York. Price—$5 per share. Proceeds—Company 
will receive proceeds from the sale of 125,000 shares 
and Generoso Pope, President of company, who is sell- 
ing the remaining 125,000 shares will receive proceeds 
from these shares. The company will use its proceeds 
for payment of mortgage notes, open account indebted- 
ness and for purchase of additional equipment. Any 
balance will be added to working capital. 


Colonial Packing Co., Merchantville, N. J. 
Jan. 20 (letter of notification) 2,000 shares of 7% cumu- 
lative preferred stock (par $100). Underwriting none. 
Price—$100 per share. Working capital, acquisition of 
land, buildings, machinery, etc. 


Colorado Milling & Elevator Co., Denver, Colo. 
Aug. 20 filed 70,000 shares ($50 par) cumulative con- 
vertible preferred stock. Underwriter—Union Securi- 
ties Corp., New York. Price by amendment. Proceeds 
—Prior to the proposed issue of preferred stock, the 
company plans to call its $3 cumulative convertible pre- 
ferred stock for redemption at $55 a share plus accrued 
dividends. Funds for the redemption will be supplied 
by a short term bank loan. Proceeds from the sale of 
preferred, together with other funds, will be used to 
repay the bank loan. Indefinitely postponed. 


Columbia Aircraft Products Inc. 

June 26 filed 150,000 shares ($4 par) 30c cumulative 
convertible preferred stock, convertible into common 
stock in the ratio initially of 1% shares of common for 
each share of preferred. Underwriter—Floyd D. Cerf 
Co., Inc., Chicago. Offering—Company offered 59,585% 
shares for subscription to present common stockholders 
of record Aug. 6 at $4.50 a share in the ratio of one share | 
of preferred for each share of common held. Rights 
expired Aug. 20. Stockholders subscribed for 735 shares. 
The offering to common stockholders excluded the two || 
principal stockholders who waived their rights to sub- 
scribe. The remaining 90,41434 shares and 58,850% 
shares not subscribed to by common stockholders will 
be offered to the public through underwriters. Price—$5 
a share. Proceeds—Approximately $50,000 for payment 
of Federal taxes; $250,000 for payment of Lincoln-RFC 
loan; $50,000 as a loan to Palmer Brothers Engines, Inc., 
a subsidiary; balance for purchase of machinery and 
equipment and working capital. 


Commonwealth Telephone Co., Madison, Wis. 
Sept. 23 filed 16,071 shares ($100 par) $4 cumulative 
preferred. Underwriters — Paine, Webber, Jackson & 
Curtis and Stone & Webster Securities Corp. Offering— 
Shares will be offered for exchange for $5 cumulative 
preferred, on a share for share basis, plus cash adjust- 
ment. Shares not exchanged will be sold to underwriters. 
Price by amendment. Proceeds—To redeem at $110 a 
share, plus divs., all unexchanged old shares. 


® Connecticut Mining & Milling Co., Bristol, Conn. 
Jan. 22 (letter of notification) 15,000 shares of common. 
Price—$10 a share. No underwriting. For development 
of mining properties. 


Continental Car-na-var Corp. 
Nov. 4 (letter of notification) 132,500 shares ($1 par) 
common and 35,000 warrants for purchase of common | 
one year after present public cffering. Price—$2 a com- 
mon share, one cent a warrant. Underwriter—L. D. 
Sherman & Co., New York. For working capital. 


Continental-United Industries Co., Inc. ) 
Aug. 2 filed 150,000 shares ($1 par) common. Under- | 
writers—Aronson, Hall & Co. Price $8.25 per share. 
Proceeds—To repay demand loans and for general funds. 
(Originally company filed for 80,000 preferred shares | 
par $25 and 350,000 common shares.) 


Crawford Clothes, Inc., L. 1. City, N. Y. 
Aug. 9 filed 300,000 shares ($5 par) common stock. 
Underwriters—First Boston Corp., New York. Price by 
amendment. Proceeds—Go to Joseph Levy, President, 
selling stockholders. Offering date indefinite. 


Cristina Mines, Inc., New York (1/31) 
Dec. 9 (letter of notification) 270,000 shares of common 
stock (par $1). Undérwriter—Newkirk: & Banks, Inc. 
Price—$1 per share. Proceeds—Property improvements, 
exploration, purchase of machinery, working capital, etc. 


@ Crowley’s Milk Co., Inc., Binghamton, N. Y¥. 
Jan. 23 (letter of notification) $75,000 5-year 5% de- 
benture note (authorized $500,000). To be sold privately 
without underwriting, at par, about*Feb. 1. Proceeds 
will be used for the purchase or exchange of $75,000 
preferred stock of company now outstanding. 


Crown Capital Corp., Wilmington, Del. 
Jan. 22 filed 250,000 shares ($1 par) class A common. 
Underwriter—Hodson & Co. Inc., New York, will act as) 
selling agent. Price—By amendment. Proceeds—Net pro- 
ceeds will be used as capital for company’s subsidiaries 
engaged in the small loan or personal finance business. 


Cyprus Mines, Ltd., Montreal, Canada 
May 31 filed 500,000 shares of common stock (par $1). 
Underwriters—Sabiston-Hughes, Ltd., Toronto. Offer- 
ing—Shares will be offered to the public at 75 cents a 
share. Proceeds—Net proceeds, estimated at $300,000, 
will be used for mining operations. 


@® Deerfield Packing Corp., Bridgeton, N. J. | 
Jan. 29 filed $2,500,000 334% sinking fund debentures, | 
due 1962, and 3,750 shares ($100 par) 442% cumulative 
preferred stock. Underwriters—Central Republic Co. 
(Inc.), and A. C. Allyn & Co., Inc., Chicago, and E. H. 
Rollins & Sons Inc., New York. Price—By amendment. 
Proceeds—Company will receive proceeds from the sale 
of the debentures and 2,000 shares of preferred stock. 
The remaining 1,750 shares of preferred are being sold 
by a stockholder. Company will use its proceeds to 
redeem its outstanding first mortgage 4% sinking fund 
bonds due 1956 and apply any balance to general cor- 
porate funds. Business—Manufacture of quick-frozen 
canned and dehydrated foods. 


Detroit Typesetting Co., Detroit, Mich. 
Sept. 25 filed 70,920 shares ($1 par) common. Under- 
writer — C. G. McDonald & Co., Detroit. Price — $5.50 
a share. Proceeds — Stock is being sold by six share- 
holders who will receive proceeds. 
Boston. For working capital. 


@ Dividend Shares, Inc., New York 

Jan. 27 filed 5,000,000 shares (25¢ par) capital stock. 
Underwriter—Calvin Bullock, New York, selling agent 
Price—Based on market price. Proceeds—For invest- 
ment. Business—Investments. 


Edelbrew Brewery, Inc., Brooklyn, N. Y. 


Dec. 31 filed 5,000 shares ($100 par) 5% non-cumulative 
preferred. Underwriters—None. Offering—To be offerec 
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at par to customers, officers and employees of the com- 
pany. Proceeds — For corporated purposes including 
modernization and improvement of the manufacturing 
plant and machinery and equipment. 


@® Edwards Brothers, Inc., Ann Arbor, Mich. 
Jan. 21 (letter of notification) 20,000 shares of 542% 
cumulative convertible preferred. Price—$i0 a share. 
Stock not underwritten but to be sold through Watling, 
Lerchen & Co., Detroit. Of the total the company will 
receive proceeds from 12,739 shares and J. W. Edwards, 
an officer of the company, and family will receive pro- 
ceeds from 7,261 shares. The company will use its pro- 
ceeds for additional working capital. 


@ Electric Steam Cleaner Manufacturing Corp., 
Chevy Chase, Md. 

Jan. 21 (letter of notification) 450 shares (no par) com- 

mion. Price—$100 a share. No underwriting. To fi- 

nance manufacturing costs. 


Empire Millwork Corp., New York 


Aug. 28 filed 50,000 shares of $1.25 cumulative converti- 
ble preferred stock, (par $25) and 150,000 shares of 
cemmon stock (par $1). Underwriters—Van Alstyne, 
Noel & Co. Proceeds—Corporation will receive the pro- 
ceeds from the issuance of 50,000 shares of the common 
stock which will be used to increase productive capacity, 
add new lines of products and expand the business. The 
remaining 100,000 shares of common stock and the pre- 
ferred shares will be sold by present stockholders. 


Falk Mercantile Co., Ltd., Boise, Ida. 
Oct, 21 (letter of notification) 3,000 shares of 442% pre- 
ferred ($100 par). Price—$100 a share. Underwriter— 
Richard Meade Dunlevy Childs, Boise, Idaho. Proceeds 
to retire debentures and for expansion purposes. 


Farquhar (A. B.) Co., York, Pa. 

Sept. 26 filed 30,000 shares ($25 par) cumulative con- 
vertible preferred; 45,000 shares ($5 par) common; and 
an unspecified number of common shares to permit con- 
version of the preferred. Underwriter—Stroud & Co., 
Ine., Philadelphia. Priee—By amendment. Proceeds — 

s will be used to redeem $355,350 4%% sinking 
fund mortgage bonds, due Aug. 1, 1957, to pay off 
certain contracts and chattel mortgages of $72,000 and 
$800,000 to reduce principal on outstanding bank loans. 


Films tInc., New York 
June 25, filed 100,000 shares ($5 par) class A stock and 
300,000 shares (10 cent par) common stock, of which 
200,000 shares reserved for conversion of class A. Each 
share of class A stock is initially convertible into 2 
shares of common stock. Underwriters—Herrick, Wad- 
del] & Co., Inc., New York. Offering—To be offered 
“publicly at $8.10 a unit consisting of one share of class A 
stock and one share of common stock. Proceeds—$201,- 

for retirement of 2,010 shares ($100 par) preferred 
stock at $100 a share; remaining proceeds, together with 
other funds, will be used for production of educational 


Food Fair Stores, Inc., Philadelphia 
Aug. 5 filed 60,000 shares ($15 par) cumulative preferred 
stock, Underwriters—Eastman, Dillon & Co. Price by 
amendment. Preceeds—To be used to redeem 15-year 
3%% sinking fund debentures, due 1959; and $2.50 cum- 
ulative preferred at $53 a share. Balance will be added 


} 


_ Foreman Fabrics Corp., New York 
| July 29 filed 110,000 shares ($1 par) common stock, all 


outstanding. Underwriters—Cohu & Torrey. Price by 
amendment. 


Fresh Dry Foods, Inc., Columbia, S. C. 

Aug. 30 filed 450,000 shares (10¢ par) common. Under- 
Hein Newkirk & Banks, Inc. Offering—Of the total 
company is selling 350,000 shares and two stockholders, 
| Roland E. Fulmer and Louis H. Newkirk, Jr., are selling 
the remaining 100,000 shares. Price—$6 a share. Proceeds 
|—For purchase of sweet potatoes, plant expansion, addi- 
tional storage facilities, research and development work 
and working capital. Offering date indefinite. 


| Glencair Mining Co. Ltd., Toronto, Can. 

Oct. 2 filed 300,000 shares ($1 par) stock. Underwriter— 
/Mark Daniels & Co., Toronto. Price—40 cents a share 
(Canadian Funds), Proceeds—For mine development. 


Glensder Textile Corp., New York 

Aug. 28 filed 355,000 shares ($1 par) common, of which 
55,000 shares are reserved for issuance upon the exer- 
cise of stock purchase warrants. Underwriter — Van 
Alstyne, Noel & Co. Offering—The 300,000 shares are 
issued and outstanding and being sold for the account 
of certain stockholders. Company has also issued 55,000 
stock purchase warrants to the selling stockholders at 
10 eents a share entitling them to purchase up to Aug. 1, 
1949, common stock of the company at $11 a share. Price 
y amendment. Offering temporarily postponed. 


Glen Industries iInc., Milwaukee, Wis. 
July 31 filed 50,000 shares of $1.25 cumulative converti- 
le preferred stock series A ($20 par) and 150,000 shares 
(10c par) common, all issued and outstanding and being 
Id by eight selling stockholders. Underwriters—Van 
e Noel & Co. Price by amendment. Proceeds— 
o selling stockholders, Offering temporarily postponed. 













Golconda Mines, Inc., Denver, Colo. 


jan. 27 (letter of notification) 299,000 shares ($1 par) 
apital stock. Price—$1 a share. No underwriting for 
mine development. 


Gordon Foods, Inc., Atlanta, Ga. (2/3-7) 


Jan. 14 filed 150,000 shares ($1 par) common. Under- 
writers—Johnston, Lemon & Co., Washington, D. C., 
and Allen & Co., New York, are principal underwriters. 
Offering—Company will offer 125,000 shares to the pub- 
lic at $6 a share and the remaining 25,000 shares will be 
sold to the principal underwriters for investment at $5 
a share. Preceeds—Company will apply $350,000 of the 
net proceeds to purchase the Driscoll Food Products, 
Cincinnati, O., from its co-partners, John J. Driscoll and 
Clarence H. Wolfe, and approximately $400,000 to fi- 
nance an expansion program of its new Louisville, Ky., 
plant. 


@ Grafton Mining and Milling Co., Inc., Winston, 
N. Mex. 

Jan. 22 (letter of notification) 200,000 shares ($1 par) 

common. Price, $1 a share. No underwriting. To de- 

velop mining properties. 


@ Graybar Electric Co., Inc., New York (2/1) 


Jan. 23 (letter of notification) 14,600 shares of common 
stock (par $20). No underwriting. Price, $20. Sub- 
seription rights will be issued to employees without 
consideration. For general corporate purposes, 


Griggs, Cooper & Co., St. Paul, Minn. 


Sept. 3 (letter of notification) 12,000 shares ($1 par) 
common. Underwriters—Kalman & Co., Inc., St. Paul. 
Price—$25 a share. Proceeds — For improvement and 
modernization program. Offering indefinitely postponed. 


Grolier Society, Inc., New York 


July 29 filed 18,500 shares at $4.25 cumulative preferred 
stock ($100 par), with non-detachable common stock 
purchase warrants entitling registered holders of shares 
of the $4.25 preferred to purchase at any time 64,750 
shares of common stock at $16 a share at the ratio of 3% 
common shares for each preferred share held; and 120,- 
000 shares of $1 par common stock. Underwriters—H. 
M, Byllesby and Co., Inc. Offering—Underwriters to 
purchase from the company 18,500 shares of preferred 
and 20,000 shares of common; and from Fred P. Murphy 
and J. C, Graham, Jr., 100,000 shares of issued and out- 
standing common. Prices, preferred $100 a share; com- 
mon $14 a share. Proceeds—To retire $6 cumulative 
= pay notes, discharge a loan. Indefinitely post- 
poned. 


Gulf States Utilities Co., Baton Rouge, La. 


Jan. 20 filed 1,909,968 shares (no par) common, Under- 
writer—None. Offering—The shares will be offered for 
subscription to common stockholders of Gulf States’ 
parent, Engineers Public Service Co., New York. The 
subscription basis will be one share of Gulf States stock 
for each share of Engineers common held. Price—$11.50 
a share. Proceeds—Purpose of offering is to carry out 
a provision of dissolution plan of Engineers approved by 
the Commission. 


Hammond Instrument Co., Chicago 


Aug. 8 filed 80,000 shares ($1 par) common. Under- 
writer: Paul H. Davies & Co., Chicago. Price by amend- 
ment. Proceeds—Net proceeds will be used to rédeem 
its outstanding 6% cumulative preferred stock at an 
estimated cost of $213,258, exclusive of accrued divi- 
dends. It also will use approximately $402,000 toward 
the purchase of a manufacturing plant in Chicago; bal- 
ance for working capital. Offering date indefinite. 


Hartfield Stores, Inc., Los Angeles 


June 27 filed 100,000 shares ($1 par) common stock. 
Underwriters—Van Alstyne, Noel & Co., New York, and 
Johnston, Lemon & Co., Washington, D. C. Offering— 
To be offered to the public at $8 a share. Proceeds— 
Company is selling 60,000 shares and stockholders are 
selling 40,000 shares. The company will use its proceeds 
to pay the costs of opening additional stores and to ex- 
pand merchandise in its existing stores. Offering tem- 
porarily postponed. 


Hathaway Bakeries, Inc., Cambridge, Mass. 
Jan. 15 filed 120,020 shares ($1 par) common. Under- 
writers—James S. Borck, Bridgeport, Conn.; George E. 
Drake, Pittsburgh, Pa.; William E. Stanwood, Boston; 
and Seaboard Allied Milling Corp., also of Boston. Offer- 
ing—Of the total, the company will offer 45,020 shares 
to officers and employees of the company for subscrip- 
tion at $8.50 a share.: The balance of 75,000 shares will 
be offered for subscription at $8.50 a share to common 
stockholders on the basis of one-fourth of a new com- 
mon share for each share held and to holders of certifi- 
cates for preferred, Class A and Class B stocks on the 
basis of one-fourth of a new common share for each 
common share into which their shares has been changed. 
The subscription offer will expire Feb. 28. Unsubscribed 
shares will be sold to underwriters at $8 a share. The 
company said the underwriters do not presently intend 
to make a public offering of the shares at this time but 
that when they are so offered they will be sold at the 
market price. The underwriting discount is 50 cents a 
share. Proceeds—Proceeds will be used to pay a portion 
of the costs of constructing new bakeries in Boston, 
Worcester, Mass.; Cohoes, N. Y.; and Providence, R. I. 
Business—Baking business, 


Health Institute, Inc., Hot Springs, N. Mex. 


Dec. 16 filed 50,000 shares ($10 par) 54%% cumulative 
prior preferred and 40,000 shares ($10 par) common, 
Underwriting—None. Offering—All preferred and com- 
mon will be offered publicly, Price—$10.15 a pre- 
ferred share and $10 a common share. Proceeds—Pro- 
ceeds will be used to build and eauip hotel and health 
facilities and to acquire a mineral water supply. 


Hercules Steel Products Corp., N. Y. (2/20)) 


Jan. 16 filed 180,000 shares (10c par) common, Under- 
writer—Dempsey & Co., Chicago. Price by amendment, 
Proceeds—Net proceeds together with a $650,000 bank 
loan will be used to repay indebtedness to the Marine 
Midland Trust Co., New York, 


Hollywood Colorfilm Corp., Burbank, Calif. 
Oct. 16 (letter of notification) 119,500 shares of ($1 par) 
capital. Price, $3 a share. No underwriting contract, how- 
ever, 55,000 shares to be issued to or through H. R. O’Neil 
of Buckley Bros., Los Angeles, will be sold by one or 
more of the following firms: Buckley Bros.; Durand & 
Co., Tucson, Ariz.; J. Earle May & Co., Palo Alto, Calif, 


Hy-Grade Supply Co., Oklahoma City 
Dec, 3 (leter of notification) 54,350 shares of cum. conv. 
preferred and 50,000 common stock purchase warrants, 
Price—$5.50 a preferred share and 2 cents a warrant, 
Underwriter—Amos Treat & Co., New York. To exer- 
cise options for purchase of five variety stores, to retire 
notes and for working capital. 


illinols Power Co., Decatur, Ill. 

June 17, filed 200,000 shares ($50 par) cumulative pre- 
ferred stock and 966,870 shares (no par) common 

Underwriters—By competitive bidding. Probable bid- 
ders include Blyth & Co., Inc.; The First Boston Corp.; 
W. E. Hutton & Co. Proceeds—Net proceeds from the 
sale of preferred will be used to reimburse the com- 
pany’s treasury for construction expenditures. Net pro- 
ceeds from the sale of common will be applied for re- 
demption of 5% cumulative convertible preferred stock 
not converted into common prior to the redemption 
date. The balance will be added to treasury funds. 
Company has asked the SEC to defer action on its fi- 
nancing program because of present market conditions, 


@ International Congress of Pigeon Fanciers, 
Washington, D. C. 

Jan. 20 (letter of notification) 100 shares ($10 par) com- 

mon and 600 shares ($50 par) preferred. Price—$10 a 

common share and $50 a preferred share. No under- 

writing. For normal business operations. 


International Dress Co., Inc., New York 
Aug. 28 filed 140,000 shares of common stock (par $1). 
Underwriter—Otis & Co. Offering—Price $10 per share, 
Proceeds—Selling stockholders will receive proceeds, 
Offering date indefinite. 


@ Interstate Mining Corp., Carson City, Nev. 
Jan. 24 (letter of notification) 65,000 shares of capital 
stock. Price, $1 a share. No underwriting. For mine 
and mill equipment and for operating expenses. 


Kaiser-Frazer Corp., Willow Run, Mich. 
Jan. 20 filed voting trust certificates for 4,750,000 shares 
($1 par) common. Offering—Exchange of voting trust 
certificates for outstanding common. The trustees under 
an agreement to be dated Feb. 10 and to expire Aug. 10, 
1949, will be Joseph W. Frazer and Henry J. Kaiser. 


@ Keystone Custodian Funds, Inc., Boston " 
Jan. 28 filed 400,000 shares ($1 par) represented by 
certificates of participation. Underwriter—The Key- 
stone Co. of Boston. Price—Based on market price. 
Proceeds—For investment. Business—Investments. 


@® Keystone Custodian Funds, Inc., Boston 

Jan. 28 filed 1,000,000 shares ($1 par) represented by 
certificates of participation. Underwriter—The Key- 
stone Co. of Boston. Price—Based on market price. 
Proceeds—For investment. Business—Investments. 


@ Kingan & Co., Inc., Indianapolis, Ind. 

Jan. 24 filed 6,564 shares ($100 par) 4% cumulative pre- 
ferred and 174,625 shares ($10 par) common. Under- 
writer by amendment. Price by amendment. Proceeds 
—All of the securities are being offered by stockholders 
who will receive proceeds. Business—Meat Packing in- 
dustry. 


Kiwago Gold Mines Ltd., Toronto, Canada 
Dec. 3 filed 1,000,000 shares (no par) common. Under- 
writer—Jack Kahn, New York. Price—70 cents a share, 
the underwriting discount will amount to 21 cents a 
share. Proceeds—For exploration and development of 
mining property and for administrative expenses, 


@ Louisville Soy Products Corp., Louisville, Ky. 
Jan. 22 (letter of notification) 20,000 shares ($5 par) 
common. Price, $6.30 a share. No underwriting. For 
additional working capital. 


Mada Yellowknife Gold Mines, Ltd., Toronto 
June 7 filed 250,000 shares of capital stock (par 40c). 
Undewriters—Mark Daniels & Co. Offering—Stock will 
be offered publicly in the U. S. at 40c a share (Cana- 
dian money). Proceeds—Proceeds, estimated at $75,000, 
will be used in operation of the company. 


Maine Public Service Co., Preque Isle, Me. 
June 25 filed 150,000 shares ($10 par) capital stock. 
Underwriters—To be determined through competitive 
bidding. Probable bidders include The First Boston 
Corp.; Kidder, Peabody & Co., and Blyth & Co., Ine. 
(jointly); Harriman Ripley & Co; Coffin & Burr and 
Merrill Lynch, Pierce, Fenner & Beane. Proceeds—The 
shares are being sold by Consolidated Electric and Gas 
Co., parent of Maine Public Service, in compliance with 
geographic integration provisions of the Public Utility 
Holding Companv Act. 

(Continued on page 640) 
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@® Massachusetts Steamship Lines, Inc., Boston, 
Mass. 

Jan. 27 (letter of notification) $225,000 6-year 4%% 
notes and 45.000 shares ($1 par) common. To be offered 
initially for subscription to stockholders in units of $50 
of notes and 10 shares of common to record holders of 
10 shares of common. Price—$66 per unit. No under- 
writing. To acquire additional vessel and other equip- 
ment and to provide additional working capital. 


Michigan Gas & Elec. Co., Ashland, Wis. 

June 24 filea $3,500,000 of series A first mortgage bonds, 
due 1976; 14,0UuU0 shares ($100 par) cumulative preferred 
stock and 120,000 shares ($10 par) common stock. Un- 
derwriters—To be determined by competitive bidding. 
Probable bidders include Blyth & Co., Inc.; Kidder, Pea- 
body & Co.; The First Boston Corp.; Harris, Hall & Co, 
(inc.); Merrill Lynch, Pierce, Fenner & Beane, and Ira 
Haupt & Co. Offering—New preferred will be offered 
on a share for share exchange basis to holders of its 
outstanding 7% prior lien, $6 no-par prior lien, 6% 
preferred and $6 (no par) preferred. Of the common 
stock being registered, company is selling 40,000 
Middle West is selling 57,226 shares and Halsey, Stuart 
& Co. Inc., New York, is selling 22,774 shares. Proceeds 
—Michigan will use net proceeds from bonds to redeem 
$3,500,000 334% series A first mortgage bonds, due 1972, 
at 106.75 and interest. Net proceeds from sale of com- 
mon and from shares of new preferred not issued in ex- 
change will be used to redeem $375,000 34%% serial de- 
bentures, due 1951, at 101.2 and interest. It also will 
redeem at 105 and accrued dividends all unexchanged 
shares of prior lien and preferred stocks. 


® Michigan Molded Plastics, Inc., Dexter, Mich. 


Jan. 21 (letter of notification) 30,000 shares ($1 par) 
common. Price—$2.50 a share. No underwriting. For 
additional working capital. 


Morton Oil Co., Casper, Wyo. 


Jan. 17 (letter of notification) 750,000 shares (10c par) 
common. Price—25 cents a share. Underwriter—John 
G. Perry & Co., Denver, Colo. For development of oil 
wells and for working capital. 


@® Midget Stadium, Inc., Baltimore, Md. 


Jan. 20 (letter of notification) 90,000 of. $1 par Class A 
stock and 500 shares of Class B no par stock. The Class 
A stock will be sold at $3 a share. No price was stated 
for the Class B stock. No underwriting. To operate 
racing track. 


@ Miller & Rhoads, Inc., Richmond, Va. 


Jan. 22 filed 30,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriters—Scott & Stringfellow and 
Galleher & Co., Inc., Richmond, Va. Price by amend- 
ment. Proceeds—Net proceeds, together with a $2,500,- 
000 loan, will be used to retire $1,387,750 of mortgage 
indebtedness and the balance to reduce temporary bank 
loans of $4,375,000. Business—Department store. 


Mountain States Power Co. 


June 6 filed 140,614 shares of common stock (no par). 
Underwritrrs—To be determined by competitive bidding. 
Probable bidders include Blyth & Co., Inc.; Kuhn, Loeb 
& Co. and Smith Barney & Co. (jointly); Harriman, 
Ripley & Co.; The First Boston Corp. Offering—Shares, 
are owned by Standard Gas & Electric Co. and con- 
stitute 56.39% of the company’s outstanding common. 
Sale Postponed—Standard Gas & Electric Co, asked for 
bids for the purchase of the stock on Sept. 4, but the 
sale has been temporarily postponed. 


Murphy (G. C.) Co., McKeesport, Pa. 
June 13 filed 250,000 shares of common stock (par $1). 
Underwriter—Smith, Barney & Co. Price by amend- 
ment. Proceeds—Redemption of outstanding 434% pre- 
ferred stock at $109 a share plus dividends. Indefinitely 
postponed. 


National Aluminate Corp., Chicago 

Sept. 27 filed an unspecified number ($2.50 par) com- 
mon shares. Underwriters—First Boston Corp., New York, 
and Lee Higginson Corp., Chicago. Price—By amend- 
ment. Proceeds—The stock is issued and outstanding and 
is being sold by shareholders. Names of the selling 
stockholders and the number of shares to be sold by each 
will be supplied by amendment. 


Nationa! Plumbing Stores Corp., New York 


Jan. 15 (letter of notification) $250,000 15-year 312% in- 
come notes. Price—Par. No underwriting. For general 
corporate purposes. 


@ National Tank Co., Tulsa, Okla. 


Jan. 27 filed 139,700 shares ($1 par) common. Under- 
writer—Paul H. Davis & Co., Chicago. Price—By amend- 
ment. Proceeds—The shares are being sold by Jay P. 
Walker, President, who will receive proceeds. Business— 


Manufacture of equipment for production fields of the 
petroleum industry. 


Newburgh Steel Co., Inc., Detroit 


Aug. 2 filed 30,000 shares of 6% cumulative convertible 
preferred stock (par $10), and 30,000 common shares 
($1 par). Underwriter—Charles E. Bailey & Co., De- 
troit. Shares are issued and outstanding and are being 
sold by Maurice Cohen and Samuel Friedman, President 
and Secretary-Treasurer, respectively, each selling 
15,000 shares of preferred and 15,000 shares of common. 
Price—$10 a share for the preferred and $6 a share for 
the common. $204,047 of the proceeds shall be paid to 
the company to discharge their indebtedness to it. 


New England Gas and Electric Association 
July 11 filed $22,500,000 20-year collateral trust sinking 
fund Series A bonds, and a maximum of 1,568,980 com- 
mon shares ($5 par). Underwriters—By amendment. 
Bidders may include Halsey, Stuart & Co. Inc. (bonds 
only), Bear, Stearns & Co. (stock only), First Boston 
Corp., White, Weld &Co.-Kidder, Peabody & Co. (jointly). 
Offering—Bonds and common stock are being offered in 
connection with a compromise recapitalization plan 
approved by the SEC, on June 24, 1946, which among 
other things provides for the elimination of all out- 
standing debentures and preferred and common stocks, 
and for the issuance of $22,500,000 of bonds and 2,300,000 
of new common shares. Bids for the purchase of the 
bonds and the common stock which were to be received 
by the company Aug. 13 were withdrawn Aug. 12. 
An altemate plan filed Nov. 25 with the SEC provides 
for the issue of 77,625 convertible preferred shares (par 
$100) and 1,246,011 common shares (par $8). Under the 
proposed plan consolidated funded debt would be prac- 
tically unchanged from that provided in original plan, 
the Association to issue $22,425,000 coll. trust bonds. 
These bonds and preferred stock may be sold, subject 
to an exchange offer, to the holders of present deben- 
tures’'on a par for par basis. Present preferred would 
receive for each share held 8 shares of new common with 
rights to subscribe to 5 new common shares at $9 per 
share. The present plan does not affect the status of 
original plan, but determination as to which will be used 
will be left to the SEC and the court. Hearings on the 
alternate plan are scheduled by the SEC for Dec. 19. 


New York State Electric & Gas Corp. (2/4) 


Oct. 30 filed 150,000 shares of ($100 par) cumulative pre- 
ferred. Underwriters—To be determined by competitive 
bidding. Probable bidders include Blyth & Co. and Smith, 
Barney & Co. (jointly); First Boston Corp. and Glore, 
Forgan & Co. (jointly); Harriman, Ripley & Co. Bids 
Invited—Bids for the purchase of the preferred stock 
will be received up to noon (EST) Feb. 4 at Room 2601, 
61 Broadway, New York City. 


Northern Engraving & Mfg. Co., La Crosse, Wis. 
Aug. 29 filed 70,000 shares ($2 par) common stock. 
UOnderwriter—Cruttenden & Co. Offering—All shares 
are issued and outstanding and being sold for the account 
of present holders. Price—$16 a share. Proceeds—To 
selling stockholders. Offering temporarily delayed. 


Northern Indiana Public Service Co. 


Aug. 28 filed maximum of 384,016 shares of common 
stock. Underwriters by amendment as shares will be 
offered under competitive bidding. Probable bidders in- 
clude Blyth & Co., Inc.; The First Boston Corp.; Stone 
& Webster Securities Corp., and Harriman Ripley & 
Co., Inc. (jointly). Of the shares registered, 182,667 are 
being sold by Midland Realization Co.; 54,426 by Mid- 
land Utilities Co., and 146,923 by Middle West Corp. 


Northwestern Public Service Co. 


Dec. 20 filed 26,000 shares ($100 par) 442% cumulative 
preferred and 410,000 shares ($3 par) common. Under- 
writers—The First Boston Corp. Offering—New pre- 
ferred will be offered in exchange for 39,852 shares (par 
$100) 7% cumulative preferred and 6% cumulative pre- 
ferred, on a share for share basis. Only first 26,000 shares 
offered in exchange will be accepted. Unexchanged new 
shares and all of the common shares will be sold to un- 
derwriters. Of the total common, the company is selling 
110,000 shares and the remaining 300,000 shares are being 
sold by Bear, Stearns & Co. Price—By amendment. 
Proceeds—The company will use its proceeds to redeem 
old preferred stock. 


Nugent’s National Stores, Inc., New York 

June 21 filed 85,000 shares ($1 par) common stock. 
Underwriters—Newburger & Hano, and Kobbe, Gearhart 
& Co., Inc. Price, $6.75 a share. Proceeds—Net pro- 
ceeds to the company from 62,000 shares, estimated at 
$350,200, will.be applied as follows: About $111,300 for 
retirement of outstanding preferred stock; $41,649 to 
purchase 100% of the stock of two affiliates, and bal- 
ance $197,000 for other corporate purposes. The pro- 
ceeds from the other 3,000 shares will go to selling 
stockholders. Offering temporarily postponed, 


Oklahoma Gas and Electric Co. 

Dec. 23 filed 890,000 shares ($20 par) common. Under- 
writers—To be determined by competitive bidding 
Probable bidders: The First Boston Corp.; White, Weld 
& Co.; Lehman Brothers, and Blyth & Co., Inc. (jointly); 
Harriman, Ripley & Co.; Kuhn, Loeb & Co., and Smith, 
Barney & Co. (jointly). Offering—750,000 shares will 
be sold by Standard Gas & Electric Co., parent, and 
140,000 shares will be sold by the company. Standard’s 
shares comprise its entire holdings in Oklahoma Gas 
common. Price—By competitive bidding. Proceeds— 
Oklahoma will use its net proceeds to prepay part of 
its outstanding serial notes. The balance will be used 
for property additions. Bids—Expected call for bids 
early in February. 


Oro Yellowknife Gold Mines Ltd., Toronto, Can. 
Jan. 7 filed 2,000,000 shares ($1 par) capital stock. 
Underwriter—tTellier & Co., New York. Price—60 cents 
a share. Proceeds—For expenses and exploration and 
development. 


Pacific Power & Light Co., Portiand, Ore. 


July 10 filed 100,000 shares ($100 par) preferred stock. 
Underwriters—By amendment. Probable bidders include 
Blyth & Co., Inc., White, Weld & Co. and Smith, Barney & 
Co. (jointly); The First Boston Corp., W. C. Langley & Co.; 
Harriman Ripley & Co. Offering—Company proposes to 
issue the 100,000 shares of new preferred for the pur- 


pose of refinancing at a lower dividend rate the 67,008 
outstanding preferred shares of Pacific and the 47,806 
preferred shares of Northern Electric Co., in connection 
with the proposed merger of Northwestern into Pacifie. 
In connection with the merger, the outstanding preferred 
stocks of Pacific and Northwestern will be exchanged 
share for share, with cash adjustments, for the new pre= 
ferred stock of Pacific, the surviving corporation. Offer- 
ing price—To be supplied by amendment. 


Pal Blade Co., Inc., New York 
June 28, 1946 filed 227,500 shares ($1 par) capital stock, 
Underwriters — F. Eberstadt & Co., Inc. Offering — 
225,000 shares are outstanding and are being sold by 14 
stockholders, and 2,500 shares are being sold by A. L. 
ae to all salaried employees. Issue may be with 
rawn. 


Paimetto Fibre Corp., Washington, D. C. 
August 16 filed 4,000,000 shares (10¢ par) preference 
stock. Price—50 cents a share. Proceeds—The com- 
pany will use estimated net proceeds of $1,473,000 for 
purchase of a new factory near Punta Gorda, Fla., at 
a cost of about $951,928. It will set aside $150,000 for 
research and development purposes and the balance wil 
be used as operating capital. Underwriter—Tellier & 
Co. withdrew as underwriters. 


: 


® Peninsula Broadcasting Co., Salisbury, Md. | 
Jan. 23 (letter of notification) 2,422 shares ($10 par) 
common. Price, $20 a share. To be offered for sub< 
scription to stockholders. No underwriting. For work< 
ing capital. 


Peninsular Oil Corp., Ltd., Montreal, Canada 
Sept. 3 filed 600,000 shares of common (par $1). Under 
writer—Sabiston Hughes, Ltd., Toronto, Canada. Price—~ 
60 cents a share. Proceeds—Net proceeds will be used ta 
purchase drilling machinery and other equipment, 


Petroleum Heat & Power Co., Stamford, Conn, 
Dec. 30 filed 912,464 shares ($2 par) common. Under- 
writers—None. Offering—Shares will be offered in ex< 
change for entire outstanding capital stock of Taylor Re< 
fining Co., consisting of 8,946 shares (no par) common 
with an underlying book value of $2,458,224 as of las§ 
Sept. 30. At a meeting of stockholders, Dec. 23 company 
authorized an increase in common stock from 1,000,000 
to 2,000,000 shares and also authorized the issuance of the 
present offering in exchange for the Taylor stock. Ap- 
proximately 70.9% of the common stock is held under 
a voting trust agreement of Aug. 15, 1945, which it is 
expected will be terminated upon the acquisition of the 
Taylor stock. 


Pharis Tire & Rubber Co., Newark, O. 
Sept. 27 filed 100,000 shares ($20 par) cumulative con- 
vertible preferred. Underwriter—Van Alstyne, Noel & 
Co. and G. L. Ohrstrom & Co., New York. Price—$20 a 
share. Proceeds—For payment of loans and to replace 
working capital expended in purchase of building frong 
RFC and to complete construction of a building. ~ 


Philadelphia Dairy Products Co., Inc. 
Dec. 26 (letter of notification) 2,907 shares of first pre<- 
ferred stock. Underwriters—Stock will be sold out- 
right to Stroud & Co., Inc., Butcher & Sherrerd, and 
Glover & MacGregor, Inc. who will sell same to their 
customers at market but at not exceeding $102 per share 
Proceeds—Wili be used for working capital. 


Pig’n Whistle Corp., San Francisco ' 
Dec. 26 filed 50,000 shares (par $7.50) cumulative con- 
vertible prior preferred $2 dividend stock. Underwriter 
—G. Brashears & Co., Los Angeles. Price by amend< 
ment. Proceeds—23,481 shares are being issued by come 
pany and proceeds will be used in connection with recent 
purchase of four Chi Chi restaurants and cocktail 
lounges in Long Beach, Riverside, Palm Springs and San 
Diego and for working capital. 


@® Pittsburgh (Pa.) Coal & Chemical Co. (2/3)] 
Jan. 28 (letter of notification) 20,000 shares of common 
stock (no par). No underwriting. It is proposed to 
sell the stock on the New York Stock Exchange at the 
market. Proceeds for working capital. 


Plastic Molded Arts, Inc., New York 
Aug. 27 filed 60,000 shares of preferred stock ($10 par) 
and 75,000 shares of common (par 50c). Underwriter— 
Herrick, Waddell & Co., Inc. Offering—Company is 
offering the preferred stock to the public, while the 
common is being sold by certain stockholders. Prices— 
Preferred, $10 a share; common, $4 a share. Proceeds— 
Proceeds from sale of preferred will be used to purchase 
equipment, pay bank loans, and other corporate purposes, 


® Prosperity Co., Inc., Syracuse, N. Y. i 
Jan. 23 (letter of notification) 5,528 shares of class B 
common. Price, $16 a share. No underwriting. For 
additional working capital. 


Quebec Gold Rocks Exploration Ltd., Montreal 
Nov. 13 filed 100,000 shares (50¢ par) capital stock. 
Underwriter—Robert B. Soden, Montreal, director of 
company. Price—50¢ a share. Proceeds—For explora- 
tion and development of mining property. 


Realmont Red Lake Gold Mines, Ltd., Toronto, 
Canada 

Nov. 20 filed 800,000 shares of common stock ($1 par). 

Offering Price—$0.60 a share to public. Company has 

not entered into any underwriting contract. Proceeds— 

Development of mining properties and exploration work, 
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Regal Shoe Co., Whitman, Mass. 


Jan. 8 (letter of notification)9,000 shares ($1 par) com- 
mon on behalf of John J. Daly, President. Price at 
market. Underwriters—Van Alstyne, Noel & Co., and 
Cohu & Torrey, New York. 


Reiter-Foster Oil Corp., New York 


Jan. 8 (letter of notification) 105,800 shares (50c par) 
common. Price—85 cents a share. Underwriter—The 
Federal Corp., New York. For working capital. 


— Indemnity Co. of America, Tucson, 
riz. 


Dec. 12 filed 20,000 shares ($10 par) common and 50,000 
shares ($2 par) 50c cumulative preferred. Underwriter— 
If company finds it necessary to enter an underwriting 
agreement, the name of the underwriter will be filed by 
amendment. Offering—The shares will be offered for 
subscription to common stockholders of record on Jan. 
10, 1947, in the ratio of 24 of a share of new common 
for each share owned and 1%4 shares of new preferred 
for each share of common held. Unsubscribed shares 
will be offered by the company to the public. Price— 
$30 a common share and $10 a preferred share. Proceeds 


-—The proceeds will be used to augment capital by an 
additional $300,000 and surplus by an additional $800,000 
for business expansion purposes. 


Republic Pictures Corp., New York 


Registration originally filed July 31 covered 184,821 
shares of $1 cumulative convertible preferred ($10 par) 
and 277,231 shares (50c par) common stock, with Sterling, 
Grace & Co. as underwriters. Company has decided to 
issue 454,465 shares of common stock only, which will be 
offered for subscription to stockholders of record Sept. 
5 to the extent of one share for each five held. Issue will 
mot be underwritten. 


@® Rose (Paul H.) Corp., Norfolk, Va. 


Jan. 20 (letter of notification) 25,000 shares ($10 par) 
common stock “B.” Price—$12.50 a share. For business 
©xpansion. 


@® San Jose (Calif.) Water Works 


Jan. 28 filed 30,000 shares ($25 par) common stock. 
Underwriters—To be determined by competitive bid- 
ding. Probable underwriters: Kuhn, Loeb & Co., and 
Union Securities Corp. (jointly); Blyth & Co., Inc. Price 
—By competitive bidding. Proceeds—To restore work- 
ing capital and to finance part of the cost of future 
expansion. Business—Water works business. 


Santa Cruz (Calif.) Sky Park Airport, Inc. 


Dec. 6 (letter of notification) 53,000 shares ($1 par) 
common. Of the total 31,000 shares will be offered pub- 
licly at $1 a share, 16,000 shares will be transferred to 
Alex. Wilson and Wayne Voigts for their interest in 
Santa Cruz Flying Service, which is a flying field and 
airport, and 6,000 shares would be issued in cancellation 
of partnership indebtedness. No underwriting. For 
operation of airport business. 


Scruggs-Vandervoort-Barney, Inc., St. Louis, 
Mo. (2/6) 


Jan. 16 filed an unspecified number of shares of $4.50 
cumulative preferred stock, Series A, stated $100 a 
share. Underwriters — Union Securities Corp., New 
York; Boettcher and Co., Denver; and G. H. Walker & 
Co., St. Louis. Price by amendment. Proceeds—To sat- 
isfy the appraisal rights of shareholders who objected 
to company’s plan of consolidation; to redeem at $105 a 
share, plus accrued dividends, 10,000 outstanding shares 
of 442% cumulative preferred of Denver Dry Goods 
Co., which will then be a wholly-owned subsidiary. Any 
balance will be used for corporate purposes. Business— 
Operation of department store. The company will be 
organized next month by the consolidation of a prede- 
cessor corporation of the same name and Neybar, Inc., a 
subsidiary of that corporation. 


@® Signature Recording Corp., New York (2/3)' 


Jan. 27 (letter of notification) 295,000 shares of capital 
stock (par 25¢). Underwriter—Willis E. Burnside & Co., 
Ine. Price—$1 per share. Proceeds—General corporate 
Purposes and working capital. Business—Recording, 


‘manufacturing and selling phonograph records. 


Slick Airways, Inc., San Antonio, Texas 


Dec. 9 filed 500,000 shares ($10 par) common and options 
to purchase 175,813 shares of common. Underwriting— 
None. Offering—The common shares are to be offered 
publicly. The options for purchase of the 175,813 shares 
of common are to be offered to original subscribers of 
the company’s stock. It also will issue options to em- 
ployees for purchase of 69,875 shares of common. Price— 
$10 a share. Proceeds—For purchase of equipment and 
for working capital. 


Solar Manufacturing Corp. 


June 14 filed 80,000 shares of $1.12% cumulative con- 
vertible preferred stock. series A (par $20). Under- 
writers—Van Alstyne, Noel & Co. Price by amendment. 
Proceeds—Net proceeds will be applied for the redemp- 
tion of outstanding series A convertible preferred stock 
which are not converted into common stock. Such pro- 
ceeds also will be used for additional manufacturing 
facilities in the amount of $600,000; for additional inven- 
tory amounting to $400.000. and for additional working 


Soss Manufacturing Co., Detroit, Mich. 


Sept 3 filed 40,000 shares ($25 par) 5% cumulative con- 
vertible preferred. Underwriter—Ames, Emerich & Cv, 
Inc., Chicago. Offering—To be offered to eommon stock- 
holders for subscription at $26°a share in the ratio of 
one preferred share for each five shares of common held 
unsubscribed shares will be sold to underwriters at same 
price. Price — Public offering price of unsubscribed 
shares by amendment. Proceeds—For expansion of plant 
facilities and for additional working capital. Offering 
postponed. 


® Southern Hotel Supply Co., Washington, D. C. 


Jan. 21 (letter of notification) 1,000 shares ($100 par) 
5% cumulative preferred. Price—$100 a share. No 
underwriting. To acquire new business location. 


Southwestern Associated Telephone Co., 
Dallas, Tex. (2/3-4) 


Jan. 13, 32,000 shares (no par) $2.20 cumul. preferred. 
Underwriter—Paine, Webber, Jackson & Curtis, New 
York. Price by amendment. Proceeds—To pay $1,569,- 
050 demand note held by Southwestern’s parent, General 
Telephone Corp., and to reimburse company’s treasury. 


® Stillwell Corp., New Orleans, La. 


Jan. 22 (letter of notification) 2,750 shares ($100 par) 
Class A common. Price—$100 a share. No underwriting. 
For purchase of machinery and equipment and other 
items. 


Stone Container Corp., Chicago 


Oct. 24 filed 300,000 shares of ($1 par) common. Under- 
writer — Hornblower & Weeks, Chicago. Offering — Of 
the total, company is selling 200,000 shares and stock- 
holders are selling the remaining 100,000 shares. Price 
by amendment. Proceeds—Of net proceeds, company will 
use $1,225,000, plus a premium of $12,250, together with 
accrued interest, for payment of a bank loan, and $493,- 
500, together with accrued interest, for discharge of its 
10-year 6% debentures. Any balance will be added to 
working capital. 


Street & Smith Publications, Inc. 


July 17 filed 197,500 shares of common stock. Under- 
writers—Glore, Forgan & Co. Offering—The offering 
represents a part of the holdings of the present stock- 
holders. Indefinitely postponed. 


@® Suppiger (G. S.) Co., St. Louis, Mo. 


Jan. 21 (letter of notification) 2,000 shares ($100 par) 
5% cumulative preferred. Price—$100 a share. No un- 
derwriting. For expansion purposes. 


Swern & Co., Trenton, N. J. 


Aug. 28 filed 195,000 shares common stock (par $1). 
Underwriter—C. K. Pistell & Co., Inc. Offering—Com- 
pany is selling 45,000 shares, and eight selling stock- 
holders are disposing of the remaining 150,000 shares. 
Price—$10.50 a share. Proceeds—From 45,000 shares 
sold by company will be applied to working capital 
initially. Offering date indefinite. 


Toledo (O.) Edison Co. 


Oct. 25 filed $32,000,000 first mortgage bonds, due 1976, 
and 160,000 shares of ($100 par) cumulative preferred. 
Underwriters—To be determined by competitive bidding. 
Probable bidders include The First Boston Corp.; Halsey, 
Stuart & Co. Inc. (bonds only); Blyth & Co., Inc.; and 
Smith, Barney & Co. Price to be determined by competi- 
tive bidding. Proceeds—Net proceeds together with $4,- 
500,000 bank loan and if necessary, the $5,000,000 to be 
contributed by its parent, Cities Service Co., will be used 
to redeem outstanding debt and preferred stock, involv- 
ing a payment of $54,906,590, exclusive of interest and 
dividends. 


Transgulf Corp., Houston, Texas 


Jan. 13 (letter of notification) 30,000 shares (no par) 
common, Price—$10 a share. Underwriter—South & Co., 
Houston, For development of oil and gas properties. 


@ Tung-O Paint & Varnish Corp. of California, 
Los Angeles 


Jan. 24 (letter of notification) 2,500 shares ($10 par) 
stock to be offered at $10 a share and 5,018 shares to 
be issued to Arthur N. Taylor and Gerald J. Ellis, 
officers of the company. For promotional services and 
transfer of copartnership business to company. No un- 
derwriting. General corporate purposes. 


® Two to Six, Inc., New York (2/4) 


Jan. 28 (letter of notification) 40,000 shares of common 
stock (no par). No underwriting. To be offered to 
present stockholders of record Jan. 1 in ratio of four 
new shares for each share held. Rights expire March 1. 
Price, $2 per share. To pay expenses, etc., of publishing 
a magazine. 


United Air Lines, Inc., Chicago 


Jan. 20 filed 94,773 shares ($100 par) cumulative pre- 
ferred. Underwriting—Harriman Ripley & Co., New 
York. Offering—For subscription to common stock- 
holders in the ratio of one share for each 19.5 shares of 
common held. Unsubscribed shares will be purchased 
by underwriters. Price by amendment. Proceeds—For 
general corporate purposes. The company plans to spend 
about $70,000,000 for new flight equipment, new ground 
facilities and communications equipment. 








U. S. Television Manufacturing Corp., New York 


Nav. 4 rt1ed 200,000 shares (par $1) 25c cumulative con- 
vertible preferred and 230,000 shares of common (par 
50c). Price of preferred $5 per share. Of the common 
30,000 shares are reserved for the exercise of warrants 
up to Jan. 15, 1950 at $3.50 per share and 200,000 are 
reserved for the converison of the preferred. Under- 
writers—Names by amendment. Price $5 per share for 
preferred. Proceeds—For working capital and expansion 
of business. 


Universal Corp., Dallas, Texas 


Dee. 3 (letter of notification) 30,000 shares (no par) 
common to be offered to stockholders at $5 a share in the 
ratio of one share for each three shares held. Under- 
writer—Federal Underwriters, Inc., Dallas; and Trinity 
Bond a saeamaaes Corp., Fort Worth. For additional 
capital. 


Utah Chemical & Carbon Co., Salt Lake City 


Dec. 20 filed $700,000 15-year convertible debentures and 
225,000 shares ($1 par) common. The statement also 
covers 105,000 shares of common reserved for conversion 
of the debentures. Underwriter—Carver & Co., Inc., 
Boston. Price—By amendment. Proceeds—For plant 
od ia purchase of equipment and for working 
capital. ; 


Verde Exploration, Ltd., New York 


Jan. 20 filed 405,000 shares ($1 par) capital stock. Under- 
writer—None. Offering—To be offered privately to a 
small group of subscribers to the original syndicate and 
to stockholders of the Clemenceau Mining Corp. Price— 
At par. Proceeds—To effectuate the purchase agree- 
ment with the Clemenceau Mining Corp. for acquiring 
mining properties in Arizona. 


Victory Gold Mines Ltd., Montreal, Canada 


Nov. 13 filed 400,000 shares ($1 par) capital stock. Un- 
derwriter—None as yet. Price—25 cents a share. Pre- 
ceeds—For developing mining property. Business— 
Acquiring and developing mining properties. 


West Coast Airlines, Inc., Seattle, Wash. 


Sept. 2 filed 245,000 shares ($1 par) common. Under- 
writer — Auchincloss, Parker & Redpath, Washington, 
D. C. Price—$7 a share. Proceeds—Will be used for, pay- 
ment of various expenses, repayment of bank loans, 
purchase of equipment and for working capital. 


Western Air Lines, Inc. 


Nov. 27 filed 1,200,000 shares ($1 par) capital stock. 
Underwriter—Dillon, Read & Co. Inc. Price by amend- 
ment. Proceeds— Offering consists of an unspecified 
number of shares being sold by the company and by 
William A. Coulter, President and Director. The amounts 
being offered by each will be stated definitely by amend- 
ment and the total number of shares presently stated 
will be reduced if the offering consists of a smaller num- 
ber of shares. Company will use its proceeds estimated 
at a minimum of $6,500,000 together with a $7,500,000 
bank loan, toward payment of its promissory notes and 
to finance company’s equipment and facilities expansion 
program now undel way. 


White’s Auto Stores, Inc. 


Aug. 29 filed 75,000 shares $1 cumulative convertible 
preferred stock ($20 par) and 50,000 shares common 
stock (par $1). Underwriters—First Colony Corp. and 
Childs, Jeffries & Thorndike, Inc. Offering—Company 
is offering 75,000 shares of preferred; the 50,000 shares 
of common are outstanding and being sold by four in- 
dividuals for their own account. Price by amendment. 
Proceeds—Proceeds from the sale of the preferred stock 
will be used to provide funds for a wholly-owned sub- 
sidiary, retire loans from banks and from White’s Em- 
ployees Profit Sharing Trust, and for additiona) working 
capital. Expected to file new financing plan at early date. 


@ Wilson Rubber Co., Canton, Ohio 


Jan. 20 (letter of notification) 14,772 shares ($5 par) 
common. Price—$5 a share. No underwriting. To pro- 
vide additional working capital. 


Wisconsin Power & Light Co., Madison, Wis. 


May 21 filed 550,000 shares ($10 par) common stock te 
be sold at competitive bidding. Underwriters—By 
amendment. Probable bidders include Merrill Lynch, 
Pierce, Fenner & Beane; White, Weld & Co.; Glore, 
Forgan & Co., and Harriman Ripley & Co. (jointly); 
The Wisconsin Co., and Dillon, Read & Co. Proc 

Part of the shares are to be sold by Middle West Corp., 
top holding company of the System, and part by pref- 
erence stockholders of North West Utilities Co., parent 
of Wisconsin, who elect to sell such shares of Wisconsin 
common which will be distributed to them upon the 
dissolution of North West Utilities Co. 


Wyatt Fruit Stores, Dallas, Texas 


Nov. 12 filed 5,000 shares (par $100) preferred stock. 
Underwriter—Rauscher, Pierce & Co. Proceeds—Will be 
used in part to equip three new cafeterias, to remodel its 
super markets and to increase working capital. 


(Continued on page 642) 
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@® Australia, Commonwealth of 

Jan. 28 expected an offering in February in the Amer- 
ican market of $45,000,000 bonds to refund the 4%s of 
1956, with Morgan Stanley & Co. This will be the third 
issue in this market by the Commonwealth since Labor 
Day. 


@ Chicago Transit Board 


Jan. 28, representatives of the Chicago Transit Board 
will confer with Harris, Hall & Co. (Inc.), the First 
Boston Corp., and Blyth & Co., Inc., Feb. 4, in New 
York, on a plan for the bankers. and associates to pur- 
chase new securities in connection with the purchase 
of the Chicago Surface Lines. A total of about $90,000,- 
000 in new securities is involved. A syndicate of 140 
firms has been formed by the bankers, it is said. 


®@ Cleveland (Ohio) Electric Illuminating Co. 
Registration of 1,714,525 common shares expected about 
Feb. 17 by the North American Co. for offering to latter 
stockholders at $15 per share on basis of one share of 
Cleveland for each five shares of North American. 
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® Detroit Edison Co. 


Jan. 22 directors announced that they are studying a 
program for additional financing which will be required 
to take care of company’s construction budget in next 
few years. Exact form of financing now yet determined, 
but it is reported company may sell $20,000,000 new 
bonds this year. Probable bidders for new securities: 
The First Boston Corp.; Halsey, Stuart & Co. Inc.; Cof- 
fin & Burr; Spencer Trask & Co.; Dillon, Read & Co. Inc. 


@® Erie RR. (1/30) 

Bids will be received until noon (EST) Jan: 30 by 
company in Cleveland for lowest interest at which bid- 
ders will provide not to exceed $696,000 to finance 
about 80% of cost of 200 70-ton gondola cars to be built 
by Bethlehem Steel Co. The equipment is to be issued 
under conditional sale agreements. 


@® Keystone Steel & Wire Co. 

Jan. 27, Keystone Steel & Wire Co. and its subsidiary, 
National Lock Co., have contracted to purchase, subject 
to approval by stockholders at a special meeting on 
Feb. 21, 183,902 shares of Keystone stock from the Forest 
Park Home Foundation and W. R. Sommer, President 
of Keystone. On a basis of $40 a share, $7,356,080 is to 
be paid. Of the total number of shares to be sold, 
137,102 comprise the entire holdings of the Foundation 
and 46,800 are for the Sommer family account. Key- 
stone will acquire 142,632 shares for retirement and 
National Lock Co. will buy the remaining 41,270. To 
supplement cash on hand the Keystone will issue $2,500,- 
000 of short-term debenture notes and National Lock Co. 
$1,500,000. 


@® Montreal (City of) 

Jan. 28 reported city is exploring the advisability of early 
sale in this country of about $77,000,000 bonds to retire 
outstanding higher cost debt. Probable bidders if bonds 
are sold in United States include Harriman Ripley & 
Co. Inc., and Dominion Securities Corp. (jointly); The 


First Boston Corp.; Smith, Barney & Co.: Glore, Forgan 
& Co.; Halsey, Stuart & Co. Inc.; Blyth & Co., inc., and 
Shields & Co. (jointly). 


@ New York Central RR. (2/11) 


Chesapeake & Ohio Ry. is inviting tenders for the sale 
to it of New York Central RR. stock. Sealed tenders 
are to be submitted to R. J. Bowman, President of C&O, 
at Room 745 Chrysler Bldg., New York, on or before 
noon (EST) Feb. 11. 


New York Chicago & St. Louis RR. (2/4) 
Company has issued invitations for bids to be considered 
Feb. 4-fer $1,000,000 of equipment trust certificates. Phe 
certificates will be dated Feb. 15, 1947, and will mature 
in 10 equal annual instalments Feb. 15, 1948-57. Prob- 
able bidders include, Halsey, Stuart & Co. Inc.; Salomon 
Bros. & Hutzler; Harris Hall & Co. (Inc.) and Mid- 
western banhks and trust companies. 


Norwich & Worcester RR. (2/5) 


The company, a leased line unit in the New York, New 
Haven & Hartford RR. system, will receive bids up to 
noon (EST) Feb. 5 at its Boston office for the sale of 
$1,800,000 first mortgage bonds, series B, dated March 1, 
1947, and maturing March 1, 1967. The interest rate will 
be that named by the successful bidder. Probable bid- 
~ — Halsey, Stuart & Co. Inc.; Salomon Bros. & | 

utzler. 


® Southwestern Public Service Co. 
Jan. 28 company is expected to raise new capital throtigh 
the offering of rights to stockholders to subscribe to 
additional preferred and common stock. 


@ Wheeling & Lake Erie Ry. (2/13) 

The company has issued invitations for bids to be con- 
sidered Feb. 13 for $1,680,000 in equipment trust ser- 
tificates. The certificates will mature serially from 
Sept. 1, 1947 to March 1, 1957. 





Our 


Reporter’s 


Report 


Gilt-edge investments have not 
been visibly disturbed by the cur- 
rent renewal of talk involving 
possible firming of short-term in- 
terest rates. Demand is still per- 
sistent and even should the much 
discussed “flexibility” in short- 
term rates materialize, it is not 
expected that the cost of money 
for intermediate and long-term 
would be affected. 


The long-term market natu- 


Corp’s 150,000 shares of $100 par 
cumulative preferred stock will be 
up for competitive bidding next 
week unless there is a last minute 
change in plans. 


At least three banking groups 
are expected to seek this issue 
which will provide the company 
with funds needed for refinanc- 
ing certain of its obligations. 


The company sold $13,000,000 of 
first mortgage bonds recently as a 
part of the same operation. Of- 
fered on a 2.61% yield basis, this 
issue at last reports was about 
75% distributed with the balance 
reported as gradually cleaning up. 


Firestones at Premium 
Bankers who handled the pub- 
lic offering of Firestone Tire & 
Rubber Co.’s $25,000,000 of 258% 
debentures found the market in a 
receptive mood. 


Another Big One Ahead 


Banking groups are putting the 
finishing touches to their calcula- 
tion for the forthcoming competi- 
tive biding for 890,000 shares of 
Oklahoma Gas & Electric Co. 


common stock which will be of- | 


fered soon, perhaps next week. 
This huge bleck of stock, be- 


‘ ing marketed by Standard Gas 


& Electric Co., and the issuing 
company itself, the latter ac- 
counting for 140,000 shares of 
the total, is being undertaken 
partly to cenform to provisions 
of the Holding Company Act 
and partly to obtain funds for 
new construction by the issuing 
utility. 


Two large syndicates are ex-| 
pected to be in the running for 
this stock which is one of many | 
such similar undertakings that ap- 
pear to be making up for the cur- | 


Overhauling of WAA Urged by Senate Group 


A surplus property subcommittee of the Military Affairs Com- 


mittee of the Seventy-Ninth Congress on Jan. 


12 recommended | 


“a complete overhauling” of the War Assets Administration “with 


respect to top personnel, internal organization and policies,” 
ing to Washington Associated Press advices an Jan. 12, which added: 


accord- 


| The report of the subcommittee, headed by Senator Joseph C. 


O’Mahoney (D-Wyo.) 
| that after three years of surplus 
| disposal “the job is only about 
| one-third completed.” 
| In urging an overhauling of 
| WAA policy and top management, 
| Senator O’Mahoney attributed a 
“major share” 
| “for the near breakdown” of the 
boa program to military men 
who have been in charge. 
Saying that these men have “en- 
| countered great difficulties in 
meeting the requirements of the 
| | job at hand,” O’Mahoney added: 
“This is not said in any spirit of 


of responsibility | 


| 
| 


declared ® 





“has paid lip service only to fhe | 
antimonopoly objectives of the 
(surplus property) act which were | 
supposed to reverse the accel- J 
erated trend toward concentra- 
tion” experienced during the war. 

The subeommittee says, too, 
that ‘contrary to provisions of the 
act,” WAA and_ congressional 
committees “have placed a high 
return to the Government ahead 
of antimonopoly considerations,” 


With Slayton & Co. 


‘Special to THe Frvanciat CHRronicie) 


criticism of the personnel, who, in | CHICAGO, ILL., — Harry 
most instances, have served under | Norstrom and Harry 
orders.” 


G. 
A. Zweig 
have become affilated with Slay- 


rally takes its cue from Treas- rent year. 
ury policy and there have been 


repeated assurances from gov- 


Featured by a_ substantial 
sinking fund which would re- 
tire the entire issue by matu- 


ernment circles, including that 
in the President’s budget mes- 
sage, that the Federal authori- 
ties remain committed to an 
easy money basis. 


While demand for high-grade 
issues has been sufficient to sus- 
tain the market, institutional in- 
vestors who are the chief source 
of such buying have held to a 
cautious policy, with yields still 
the key to their operations. 


There is no disposition on 
their part to follow prices up. 
Rather the tendency is to puil 
out of the market when the tide 
gets too strong and to sit back 
and wait for prices to slip off. 


Insurance companies in particu- 
lar, have been holding to a care- 
fully prepared schedule and while 
their incoming funds present a 
problem, from an_ investment 
standpoint, they refrain from 
walking in and bidding the mar- 
ket up in order to put such funds 
to work. 


N. Y. State Electric & Gas 
New York State Electric & Gas 








rity the debentures attracted 
brisk demand when offered at 
par on Tuesday. 


The call for the issue was so 
persistent that before the closing 
of business for the day the quota- 
tion in ‘“when-issued” dealings 
was 10034 bid—101 asked. 


Central S. W. Utilities 


Quick sale was forecast for the 
1,342,102 
South West Utilities Co. common 
stock expected to reach market 
today. 


This issue was sold in com- 
petitive bidding on Monday 
with a difference of only abeut 
six cents separating the bids of 


the two banking syndicates 
which sought the stock. 

The winning bid was $10.95 a 
share with the successful syndi- 
cate making ready to reoffer the 
shares publicly at $12 a share. 
Pre-sale inquiry, according to 
dealers, indicated a quick closing 
of subscription books. 


shares of Central &:- 





With Herrick in St. Louis 
(Special to THe FINANCIAL CHRONICLE) 
ST. LOUIS, MO.— William S. 
Madden has become associated 
with Herrick, Waddell & Co., Inc., 
418 Locust Street. In the past he 
was with H. L. Ruppert & Co. 


With Cannell, 
French & Copp 


(Special to THE FINANCIAL CHRONICLE) 

BOSTON, MASS.—Augustine A. 
Mandino has become affiliated 
with Cannell, French & Copp, 49 
Federal Street. 


With Kennedy Peterson 

(Special to THe FINANCIAL CHRONICLE) 

HARTFORD, CONN. — Rhea- 
Clare B. Simpson has been added 
to the staff of Kennedy-Peterson, 
Inc., 75 Pearl Street. 


With W. H. Heagerty 


(Special to THE FINANCIAL CHRONICLE) 


ST. PETERSBURG, FLA. 
James R. McConnell is now con- 
nected with W. H. Heagerty & Co., 
Florida Theatre Building. 


His predecessor was Lieut. Gen. 

Edmund B. Gregory. 
O’Mahoney’s report recom- 

mends legislation to: 

1. Protect the synthetic rubber 
industry “in the interest of na- 
tional defense, (John R. Steel- 
man, assistant to the President, 
announced Saturday that Mr. 
Truman would recommend 
legislation to maintain a “min- 
imum synthetic rubber indus- 
try’’). 

. Assure maintenance of an ade- 


ports. 
. Authorize WAA to condemn 


constructed planis during war 
on property it did not own. 

. Maintain in stand-by condition 
plants vital for national secur- 
ity. 


consideration by Congress of 
WAA’s latest survey on disposal 
of the Big and Little Inch war- 
time pipelines. 





quate network of war-built air- | 


| 


land where the Government | 


The report also urges prompt, 





Maj. Gen. Robert M. Littlejohn | ton & Co., Inc., 135 South La Salle 
is WAA administrator at present. | Street. 


Joins White Phillips Staff 
(Special to THe FINANcIAL CHRONICLE) 
CHICAGO, ILL.—Robert J. Ta- 
affe has become associated wit 
White-Phillips Company, Inc., 38 
South Dearborn Street. 
_—____—____—<aillgaate$$@$ $$ — 


With R. H. Johnson & Co. 
(Special to THe Frnancrat CHronicue) 
BOSTON, MASS.—Leonard C 

Ricketson has been added to the 

staff of R. H. Johnson & Co., 30 

State Street. 


With Slayton in St. Louis 
(Special to THe FINANCIAL CHRONICLE) 
ST. LOUIS, MO.—Oscar L. Bea 

has joined the staff of Slayton & 

Company; Inc., 408-Olive Street. 


With Stranahan. Harris 


(Special to THe FINANCIAL CHRONICLE) 


TOLEDO, OHIO—Ross Harris 
has been added to the staff oj 
Stranahan, Harris & Co., Inc 


The report contends that WAA| | Ohio Building. 
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Contracts for Residential Construction 


Established New Record in 1946 


Investment commitments for residential construction reached an 
all-time high in the 37 states east of the Rocky Mountains during 
1946, it was reported on Jan. 13, by F. W. Dodge Corporation, a fact- 
finding® organization for the construction industry. 

The total valuation of contracts awarded for residential construc- 
tion last year in the 37 states was $3,142,102,000 which compares with 


the last®> 





$2,788,318,000 for 1928, 
previous record-breaking year. 


On -the basis of floor area of 


‘Support of All-Year 


} 


‘contracts awarded, however, 1946 | 


residential building called for in| 


Sat. Closing Advocated 
By NN. Y. Sav. Banks 


stood fourth, higher residential | 
floor area totals being shown for 
1928 with 568.382,000 square feet, | 





1925 with 559,499,000, and | 
with 521,062,000. 


dential contracts was 516,256 000, 
thus reflecting current higher 
building costs, the Dodge corpora- 
tion reported. 

Last vear’s residential contracts 
called for the construction of 446,- 
625 dwelling units distributed as 
follows: in apartment buildings, 
76,372; in one-family dwellings 
built for owners’ occupancy, 50,- 
459; in one-family dwellings built 
for sale or rent, 294,491; in two- 
family dwellings, 21,794, and in 
combination projects, such as 
stores and apartments, 3,509. 

On the basis of dollar volume 
of awards, 5% of last year’s resi- 
dential contracts were for projects 
classified as publicly owned. 


Government restrictions on non- 


1926 | 
The total floor | 
area called for in last year’s resi- | 


Full support of all-year Satur- 
day closing, the right to invest 
in Canadian bonds, an increase in 
the savings bank life insurance 
limit from $3,000 to $5,000 and 
outright termination of the mort- 
| gage moratorium are major points 
in the program of the savings 
|banks of New York State for 1947 
las a result of action taken on 
'Jan. 14 at the State Association’s 
jannual all-day mid-winter con- 
ference in New York City at the 
|Hotel Biltmore. The conference 
voted to support legislation for 
permissive year-round Saturday 
closing and also to bring about, 
through group action, a uniform 
date on which to make them ef- 
| fective in each area of the State, 
|assuming legislation is enacted. 
Myron S. Short, Chairman of the 
Committee on Legislation, pointed 
‘out that the New York State 





residential construction and heavy | Bankers Association was sponsor- 
engineering. works were instru-|ing a bill already introduced by 
mental in holding the total vol-| Assemblyman D. Mallory Stevens 
ume of this classification of proj-|and that officials of the Savings 
ects to a valuation of $4,347,620,- | Banks Asscciation had been con- 
060 to bring the year’s value of ali | sulted as to its terms. The bill, if 
building and construction con-| passed in its present form, be- 
trdcts to $7,489,722,000, the second | comes effective upon signature by 
highest total on record. Construc- | the Governor. 

tion ‘contracts totaled $8,255,061,-| While it was pointed out that 
000 in the 37 eastern States in|in some upstate communities it 
1942, setting an all-time record | might not be practical to close 
fér all-classifications of-construc- on Saturdays at the present time, 
tion. there is nothing in the regulations 





¢ ‘that would prevent banks in those 
Re-Elect Officers of 
Corporate Fiduciaries 


The Corporate. Fiduciaries As- 
sociation of New York City on 
Jan. 28~* reelected all officers. 
James M. Trenary, Vice-President 


communities closing a part of 
some other day during the week, 
‘says the Association, which states 
that this practice has beep’ fol- 
lowed in some areas during the 
summer months in recent years. 


A uniform effective date for 





and Secretary of United States closing, particularly for banks in 
Trust Company of New York, is| the Metropolitan area, was urged 
President; William A. Eldridge,| by John O. Dornbusch, Chairman 
Vice-President of Central Han- of the Association’s Committee on 
over ‘Bank & Trust Co., is Vice-| Service Development. “lf all 
President, and Erwin A. Berry, banks that are going to close on 
Trust Officer of Manufacturers Saturdays would start to do so on 
Trust Co., is Secretary-Treasurer.| the same date, it would tend to 
A. Nye Van Vleck, Vice-Presi- | climinate confusion in the public 
dent of the Guaranty Trust Com- | mind,” he said. At the same time 
pany ‘of New York, Stewart L.| he urged that each bank review 
DeVausney, Vice-President of the |its banking hours to determine 
Bank of New York, and Clement whether those presently in force 
M. Cooder, Trust Officer of the! best meet the convenience of de- 
Fulton Trust Co., were elected to | Positors in the respective areas. 
the Executive Committee for a A bill to permit investment by 
three-year term. ‘the savings banks in bonds of the 
-— ——— Canadian Government, its prov- 
° ‘inces and, with certain restric- 
With Heath & Co. tions as to debt limit, its cities, was 
(Special to THE Frnancra, CHRONICLE) 
ELGIN, ILL. Charles R. 








Schrauf is now with Heath & Co., 
Tower Building. 


SPECIAL 
SITUATION 


Well known trader wishes to invest 
capital and services with progres- 
sive member or non-member firm. 
Thorough knowledge special situa- 
tions, arbitrage and maintenance of 
primary markets. Replies held in 
strictest confidence. Direct inquiries 
to Box 57. 


DOREMUS & COMPANY 
Advertising Agents 
120 Broadway, New York 5, N. Y. 

















HELP WANTED 





TRADER 


Experienced in Real Estate wanted by 
established house specializing in this 
class of securities. Box G 124, The 
Commercial and Financial Chronicle, 
25 Park Place, New York 8, N. Y 








outlined by A. Edward Scherr, 
Chairman of the Investment Com- 
mittee. These securities, all pay- 
able in U. S. dollars, if approved, 
would add $1.87 billion to the list 
of legal investments. The Asso- 
ciation advices also state: 


“Strenuous opposition of the 
continuation of the Mortgage 
Moratorium beyond July, 1947 was 
unanimously voted by the Con- 
ference. It was pointed out that 
new, if ever, mortgagees were in 
a position to make payment on 
account of principal on their debts 
and, also, that according to a sur- 
vey made in the Metropolitan 
area among the savings banks 
over 70% of the mortgages had 
already been taken out through 
voluntary agreement between 


$5,000 of low-cost savings bank 
life insurance. Surveys of present 
policy holders indicate a very 
high percentage would like to 
purchase additional savings bank 
life insurance coverage if they 
are permitted to do so. He indi- 
cated that considerable opposition 
to this measure was expected from 
both the life insurance companies 
and their agents who have con- 
sistently opposed any extension 
of such insurance in this and other 
states.” 

In a visual presentation, Robert 
W. Sparks, Chairman of the Com- 
mittee on Public Information, il- | 
lustrated the wide variety and 
volume of advertising and promo- | 
tional material available to the} 
banks through their cooperative 








mortgagor and mortgages. The 


protection, in nearly every in-| 
stance, could now make arrange- | 
ments to pay off their mortgage | 
indebtedness on a reasonable basis. | 


“Other subjects pertaining to 
mortgages discussed by Fred C. 
Lemmerman, Chairman of the’ 
Mortgage and Real Estate Com-| 
mittee, were the amendment to 
the law permitting a broadening 
of the regulations for lending un- 
der the GI Bill of Rights, exten- 
sion of the savings banks mort- 
gage lending to areas outside of 
New York State and appropriate 
legislation permitting the savings 
banks to invest in mortgages on 
prefabricated houses. 


“A bill to increase the limit of 
Savings Bank Life Insurance from 
$3,000 to $5,000 on an individual 
life was also approved. In re- 
porting on this subject, E. B. 
Schwulst, Chairman of the Sav- 
ings Bank Life Insurance Com- 
mittee pointed out that since the 
original enabling act was passed 
in 1938 the purchasing power of 
the dollar has dropped by at least 
40%. Thus, the $3,000 limitation 
imposed at that time amounts, in 
effect, to a limitation today of 
$1,800 and that an increase to 
$5,000 at the present time would 
only be equivalent, in terms of 


minority who continue to seek its | pact that it has upon the 14 mil- | 


advertising campaign and the im- | 


lion people of New York State. 





Gibson Heads 1947 
Red Cross Drive 


Harvey D. Gibson, President of 
the Manufacturers Trust Company 
of New York, who served in the | 
same capacity during last year’s | 
drive, was appointed on Jan. 18) 





the campaign goal is $60,000,000. 
“The American Red Cross,” said 
Basil O’Connor, Chairman of the 
Red Cross, according to a dispatch 
from Washington to the New York 
“Times”, “is extremely fortunate 
to have Mr. Gibson’s excellent 
leadership again in 1947.” 


In accepting the chairmanship, 
Mr. Gibson it is learned from the 
“Times” said: 

“IT am delighted to be able to 
serve again and I am convinced 
Americans everywhere will be 
glad to help in this great cause. 
The most important American Red 
Cross task in the coming year is 
continuing its services to the 
armed forces and to veterans and 
their families. 


“Since war’s end it has been 
necessary for the Red Cross to in- 





purchasing power, to the $3,000 
limitation 9 years ago. Further- 
more, there have been some sub- 
stantial increases in wages for all 
groups so that there are hundreds 
of thousands of workers today 


who can well afford to purchase 





SITUATIONS WANTED 
Arbitrage & Trading Specialist 


Desires connection with firm having sub- 
stantial capital. Primarily interested in 
Recaps., Reorgs., Liquidations, rights and 
other interesting situations. Past record 
highly successful. Write, in confidence, 
Box G 129. 

Commercial & Financial Chronicle 

25 Park Place, New York 8, N. Y. 


Available 
Municipal Man 


Twenty-two years with mu- 
nicipal and investment serv- 
ice departments of large fi- 











nancial institution in Wail 
Street district and fourteen 
years with municipal de- 
partment of financial publi- 
cation. Now retired, but de- 
sire to continue in municipal 
field. Salary secondary. Box 
W 619 Commercial & Finan- 
cial Chronicle, 25 Park PIl., 
New York 8. 





crease vastly its activities in vet- 
'erans’ hospitals. The number of 
|hospitalized veterans now ap- 
| proximates 112,000 and the peak 
‘is still ahead. 

| “We all wish to fulfill our re- 





DIVIDEND NOTICES 


New York 3, N.Y. 





111 Fifth Avenue 








166TH COMMON DIVIDEND and 

AN Extra DIVIDEND 
A regular dividend of Seventy-five Cents 
(75¢) per share and an extra dividend of 


Fifty Cents (50¢) per share have been 
declared upon the Common Stock and Com- 
mon Stock B of THE AMERICAN TOBACCO 


CoMPANY, payable in cash on March 1, 
1947, to stockholders of record at the close 
of business February 10, 1947, Checks will 
be mailed. 

Epmunp A, HARVEY, 7 reasurer 


| January 28, 1947 








| THE BUCKEYE PIPE LINE 
| COMPANY 


30 Broad Street 
New York, N. Y., January 29, 1947. 


| 


The Board of Directors of this Company has | 


this day declared a dividend of Twenty (20) 
| Cents per share on the outstanding capital 
| Stock, payable March 15, 1947 to shareholders 
;of record at the close of business February 


18, 1947, 
Cc. O. BELL, Secretary. 











AVAILABLE 


Well known experienced 
trader and specialist in 
unlisted securities for 
many years. Box M 130, 
Commercial & Financial 
Chronicle, 25 Park PIL., 
New York 8. 


























sponsibility to these men as well 
as to each community throughout 
the United States when disasters 
or emergency needs arise. These 
are among the many reasons why 
the 1947 Red Cross appeal de- 
serves a generous and prompt 
response.” 


A previous item on the Red 
Cross campaign appeared in our 
issue of Jan. 23, page 521. 


———— EE ee 
Bonney & Moor Adds 
(Special to THe FINnaNcIAL CHRONICLE) 
WORCRHSTER, MASS.—Henry 
Freeman has become associated 
with Bonney & Moor, Inc., 390 


| Main Street. 





With Merrill Lynch Firm 


(Special to THe FINanciAL CHRONICLE) 


LOS ANGELES, CALIF. 


— 


| David B. T. Myrick has joined the 


staff of Merrill Lynch, Pierce, 
Fenner & Beane, 523 West Sixth 
Street. 


With Geo. K. Baum Co. 


(Special to THe FINaNcIAL CHRONICLE) 


KANSAS CITY, MO.—Russell 


to be National Chairman of the| —. Smith has joined the staff of 
1947 Red Cross Fund, for which | 


George K. Baum & Co., Inc., 1016 
Baltimore Avenue. 


Goulet & Stein Members of 
NY Security Dealers Ass’n 

The firm of Goulet & Stein, 27 
William Street, New York City, 
has been admitted to membership 
in the New York Security Dealers 
Association. 








DIVIDEND NOTICES 
EATON MANUFACTURING COMPANY 


Cleveland, Ohio 


DIVIDEND NO. 88 


The Board of Directors 
of Eaton Manufacturing 
ese pet has declared a dividend of 
Seventy-five Cents (75c) per share on 
the outstanding common stock of the 
Company, payable February 25, 1947, 
to shareholders of record at the close 
of business February 5, 1947. 


H. C. STUESSY 
Secretary & Treasurer 





— 








January 24, 
1947 











WOODALL 
INDUSTRIES, INC. 


A regular quarterly dividend of 31%c 
per share on the 5% Convertible 
Preferred Stock ($25.00 par value) 
has been declared payable March 1, 
1947 to stockholders of record Feb- 
ruary 15, 1947. 











M. E. GRIFFIN, 
Secretary-Treasurer. 
X 
Southern 
Railway 
| Company 





DIVIDEND NOTICE 
New York, January 28, 1947. 


Dividends aggregating $3.75 per share on the 
Preferred Stock of Southern Railway Company 
have today been declared, payable as follows: 


To Stockholders of 








DIVIDEND No. 148 





An interim dividend of sixty cents 
(60¢) per share has been declared 
on the capital stock of The Borden 
Company, payable March 1, 1947, 
to stockholders of record at the close 
of business February 11, 1947. 

E. L. NOETZEL 


Treasurer 





January 28, 1947 


Date of Record at the Close 

Ao ce DR Nd RNS Amount Payment of Business on: 
$1.25 Mar. 15, 1947 Feb. 15, 1947 

1.25 june 16, 1947 May 15, 1947 

1.25 Sept. 15, 1947 Aug. 15, 1947 


A regular quarterly dividend of 75¢ per 
share on 1,298,200 shores of Stock 
without par value of Southern Railway Com- 
pany has today been declared, out of the 
surplus of net profits of the Company for the 
fiscal year ended December 31, 1946, pay- 
able on March 15, 1947, to stockholders of 
record 4 the close of business on February 
15, 1947. 


Checks in payment of these dividends on the 
Preferred and Common Stocks will be mailed 
to all stockholders of record at their addresses 
as they appear on the books of the Company 
unless otherwise instructed in writing. 























J. J. MAHER, Secretory. 
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ClO Union Says It Doesn’t Know How Much 
Longer It Can Hold Off Strike at Irving Trust Go. 


(Continued from page 595) 


other banks before. Only § last 
Thursday in a press release, the 
union alleged that “. .. the Manu- | 
facturers Trust Co. is fronting for | 
the entire banking field in at- 
tempting of forestall union orga- 
mization and collective bargain- 
ing ...” The Irving Trust itself 
gays it is fighting only its own 
case. 

The bank says that, since it 
does not know whether there will 
be a strike, in the first place, or 
when it will be called, if there 
is really to be one, and because 
its security employees would be 
Feaving their posts in such a 
strike, it hired the private detec- 
tives so that it would have some- 
One to guard its assets in case the 
bank found itself suddenly with- 
out the services of its regular 
guards. The union, the bank 
claims, has called three _ short 
work stoppages by its members 
at the bank already. The bank 
admits further that it is—as the 
union charges—maintaining a 24- 
hour vigil in the dispute though, 
in a sense, there is nothing un- 
usual in this since it has always 
maintained a 24-hour watch over 
its vaults and other property. 


The private detectives, however, 
are not the “strikebreakers” the 
union says they are, the bank al- 
leges. It is stipulated by contract, 
the bank avers, that the detec- 
tives’ sole job is to protect the 
assets of the bank, that no detec- 
tive is to perform any type of 
work ordinarily performed by the 
regular employees of the bank. 
Also, the bank says, the detectives 
are entirely unarmed. Council- 
man Michael J. Quill of the Bronx 
demanded in a resolution intro-| 
duced in the City Council on) 
Tuesday a police investigation of 
the use “armed muscle-men”’ 
by Irving Trust to intimidate the 
employees of the bank. Pointing 
out that Irving Trust has “re- 
verted to the middle-ages of labor 
relations,” Mr. Quill wants 
Police Commissioner to investi- 
gate the gun permits of the de- 
tectives hired by the bank. 


The union claims that even a 
Vice-President of the bank sleeps 
nights in the directors’ room 
which, equipped now with a cot, 
serves very conveniently as a sort 
of dormitory. The union says it 
is protesting against this to the 
health authorities. The union 
charges further that, afraid of a 
slowdown on the part of its ele- 
vator operators, the bank has dis- 
connected the “slow” controls in 
the elevators of the building 





the | 





owned and operated by it at 
1 Wall Street in which it has its 
main office. The union contends 
consequently that in the event of 
an emergency the elevators could 
be brought to a stop only by 
means of the emergency switch 


'which would be certain to cause 


injuries to the passengers. The 
union says it is protesting against 
this to the public safety authori- 
ties. 


The bank believes it can’t pos- 
sibly be of any concern to the 
union who works or sleeps in the 
bank at night. It is the intention 
of the bank, however, a spokes- 
man said, to safeguard its assets 
and, if necessary, to feed and give 
shelter to those of its employees 
who, in the event of a strike by 
the security and maintenance em- 
ployees, would want to remain at 
their posts. The bank has no com- 
ment to make regarding the dis- 
connecting of the “slow” controls 
on the elevators on the basis that 
the union’s charge is obviously 
ridiculous, 

Charges that the Irving Trust 
Co. is refusing to bargain in good 
faith and violating the law by 
“singly intimidating the elevator 
operators” are contained in tele- 
grams sent by the union on Tues- 
day to Atty. Gen. Nathaniel Gold- 
stein and Rev. William J. Kelley 
of the State Labor Relations 
Board. “The workers (the eie- 
vator operators),”’ the telegram 
states, “are being called into Vice- 
President Dowell’s office and told 


| to accept company’s terms because 
|company will not consent to gen- 


eral increases, job security or ar- 
bitration.” 

The argument between the 
union and the bank also has a 
strong political angle beyond the 
implications of the Quill action. 
According to the union, “while 
Irving Trust and other banks 
shriek for legislation to curb 
unions and other democratic ex- 
pressions of the people, it is or- 
ganizations: such as Irving Trust 
whe are irresponsible.” The union 
has wired to the U. S. Senate La- 
bor Committee asking permissions 
for a group of its members to 
appear at hearings on “anti-labor” 
bills now pending. The union de- 
clares it has not yet received a 
reply to its telegram. 

The dispute at Irving Trust is 
essentially one over wages, union 
security, job security and hours of 
work, all subjects over which ne- 
gotiators for a union contract usu- 
ally wrangle. The union is ask- 








Directors 


Gustave Kosse II 


Dovucias C, ALEXANDER 





Cuartes F, Ruptorr 





To announce the formation of 
the investment securities firm of 


Kobbe & Company 


Telephone BArclay 7-2663 


Incorporated 


55 Liberty Street 
New York 5, N. Y. 
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Delhi Oil 
Gerotor-May 
U. S. Radiator Pfd. 
Sunshine Consolidated 


W. T. BONN & CO. 


120 Broadway, New York 5 
Telephone COrtlandt 7-0744 
Bell Teletype NY 1-886 











Shortage of Freight Cars 


indicates long-term large volume of 
business for 


RALSTON STEEL CAR CO. 


(freight car manufacturers) 


Market about 9 


1946 high about 12 
Circular Available 


LERNER & CO. 


Inactive Securities 
10 Post Office Square, Boston 9, Mass. 





Telephone Hubbard 1996. Teletype Bs 69. 








ing for a $10 a week across-the- , just as it and the United Financial 
board increase in wages but all| Employees, an AFL union, has 


the bank is willing to offer, the 
union says, is increases ranging 


| been trying to gain entrance into 
| Wall Street’s brokerage industry. 


frem_50 cents to $6 a week. The|The AFL is solidly entrenched 
bank claimsthe.union’s demands|in the New York Stock Ex- 
in this respect would upset the|change and the Curb but, like 


entire wage structure built upon 
the basis of job 
throughout the “street.” The un- 
ion says the bank is refusing to 
agree even to 
security,” that the bank is op- 
posed to the arbitration of dis- 
putes centering around the issue 
of job security and is insisting 
upon an eight-hour day in the 
event of a five-day week in the 
industry. 


The bank says it recognizes dif- 


ferences in degrees of the closed | 


shop but that it isn’t going to do 
its collective bargaining on this 
issue in the newspapers, So far as 
the question of job security is 
concerned, says the bank, the 
union wants seniority recognized 
separately by individual branches 
of the bank whereas the bank 
wants to tackle the subject from 
the overall view, listing employ- 
ees according to their length of 
service as a group regardless of 
the particular office in which they 
may chance to be working. The 


union claims the pay increases it | 


is asking for the employees of 
Irving Trust would cost the bank 
approximately $2,250 a week 
which is only a fraction of the 
$12,000 a week the bank is paying 
now to the Burns Detective 
Agency and the United Detective 
Agency for the private detectives. 

The CIO won a State Labor 
Board election among the guards, 
messengers, vault attendants, 
watchmen, elevator operators and 
porters of Irving Trust, 146-61, 
last Oct. 21 and negotiations be- 
tween the union and the bank for 
a contract commenced Nov. 7. 
The State Mediation Board has 


| the CIO, is seeking now to orga- 


classification | nize the employees of the various 


brokerage houses. In each in- 


| stance, it is the more-or-less un- 


“less than union | 








| 


| 
| 





also attempted without final and | 
decisive results to effect a settle-' 
ment in the case. The union reit- | 


erated its strike vote on Jan. 18, 
expressing a desire at the same 
time, however. to submit the en- 
tire matter to arbitration. 

The CIO has been trying des- 
perately to gain a foothold in the 
banking industry on Wall Street 


|Thomas J. Hickey, 





| office.” 


skilled worker that the union 
chieftains have in mind, the men 
whom, one union spokesman ad- 
mitted, could be trained in a week 
or so. It could be that higher 
earnings and more lasting job 
tenure might be assured to these 
unskilled workers if ways and 
means were found, through mech- 
anization of processes or other- 
wise, to make the members of this 
group more productive individu- 
ally and perhaps collectively. Un- 
ionization of the banking or bro- 
kerage industry or both might 
force employers to give more 
attention to the productive proc- 
esses of these “boys in the back 
Mechanization, however, 
would probably result in a shrink- 
age of the labor force necessary 
to perform any particular task. 


YSE Bond Brokers 
Elect New Officers 


The Association of Bond 
Brokers of the New York Stock 
Exchange has elected Roland L. 
DeHaan, of Mabon & Co., Presi- 
dent; C. Peabody Mohun, of Stern, 
Lauer & Co., Vice-President; and 
Samuel L. Hornstein, of Carl M. 
Loeb, Rhoades & Co., Secretary- 
Treasurer. 


Elected governors of the Asso- 
ciation are Douglas G. Bonner, of 
Bonner & Gregory; George F. 
Hackl, Jr., of Laird, Bissell & 
Meeds; Howard M. Ernst, of Ernst 
& Co.; Maurice A. Gilmartin, Jr., 
of Charles E. Quincey & Co.; 
of Vilas & 
Hickey; J. C. Lwuitweiler, of 
Bendix, Luitweiler & Co.; Sylve- 
ster P. Larkin, of Pflugfelder & 
Rust; John F. McLaughlin, of Mc- 
Laughlin, Reuss & Co.; Solomon 
Litt, of Asiel & Co.; and Henry S. 
Allen, J?., of Garvin, Bantel & Co. 
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Sheraton Controlled 
Thompson’s Spa 
$6 Cum. $100 Par 
Dividend Arrears $83 Sh. 


Price Around $35 
Common Around 2% 
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We Specialize in all 
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TEXTILE SECURITIES | 
Securities with a New Eng. Marke? 


Frederick C. Adams & Co. 
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Orienting International 
Economic Collaboration 


By WILBERT WARD* 
Vice-President, National City Bank of New York 


Asserting goal of American policy is to augment international trade, 
give it stability and extend its scope, Mr. Ward enumerates inter- 
national institutions which U. S. has fostered to this end. Holds 


International Trade Organization, 


portant, and endorses its proposed charter and objectives, which 
are vital to durable peace. Favors abolition of state trading every- 
where in favor of private enterprise, and points out whole world is 
dependent on U. S. economic stability. Holds we must keep tariffs 
down and permit entry of foreign goods and denounces foreign 


trade barriers. 


Upon the United States, by far the richest country in the world, 
there rests, in peace as in war, a special responsibility and a special 
opportunityo— 


for economic 

collaboration 

with other na- 

tions of good | 
will. In war, | 
we recognized | 
this responsi- | 
bility by the) 
device of) 
Lend-Lease, | 
through which | 
the allied and | 
associated na-| 
tions were 
supplied with 

implements 

and materials | 
of war valued | 
in excess of $39 billion. In the | 
devastation that followed the war, | 
we recognized this responsibility 

by contributing $2.7 million to) 





Wilbert Ward 


still to be created, is most im- 





UNRRA, to provide relief from 
hunger and devastation, to restore 
tillage and start up the wheels of 
industry and transportation. 

And in the period ahead, we 
recognize this responsibility to 
establish the economic foundation 
of a durable peace. We entered 
the war with the high resolve that 
out of it such a peace should come, 
Even while we were planning and 
executing the miracle of produc- 
tion which was to win the war, 
we were drafting the design of a 
peaceful after-world. The design 
Was grandiose—as it must be if 

(Continued on page 664) 





*An address by Mr. Ward be- 
fore Mid-Winter Meeting of the 
New York State Bankers Associa- 
tion, New York City, Jan. 20, 1947. 





Consumer Credit—A Look Ahead 


By WILLIAM F. KELLY* 
Vice-President, The Pennsylvania Company, Philadelphia 


Mr. Roberts criticizes “Nathan Report” as using abnormal years as 
‘which he holds, will follow pattern of prewar period. Says indi- 
vidual loans will be bigger and total volume will be enough for 
both banks and finance companies. Holds gross return on this 
business will be lower than prior to war, since interest rates are 
lower and operating expenses higher. Urges banks build up loss 
reserves and refrain from cut-throat competition. Warns recent 
heavy increase in personal instalment loans indicates large segment 
of public is overspending and advises close inspection of credits 


granted. 


I think we can take a pretty good look into the immediate future 
of consumer credit without using the usual crystal ball. Consumer 


credit is far 
from being a 
new business 
—except for 
banks—and 
like most busi- 
nesses, its fu- 
ture can be 
plotted out 
pretty accu- 
rately by an 
intelligent and 
thorough 
study of past 
experience. I 
think, how- 
ever, that we 
will have to 
look a _ good ‘ 
way back in order to find the kind 
of experience that is meaningful. 
The period since 1940 developed 





ad 
oe 


William F. Kelly 





*An address by Mr. Kelly at the 
mid-winter meeting of the New 
York State Bankers Association, 


© 








New York City, Jan. 20, 1947. 





experience very different from 
that of the pre-1940 period. In 
the 10 years preceding 1940 we 
had a few years of generally good | 
economic conditions and several 
bad years. As a consequence, the 
period was normal in the sense 
that the business was subjected to 
enough fluctuation to enable us 
to judge about what we could ex- 
pect under varying conditions. The 


No Depression Now 
—But Perhaps Later 


By THOMAS L. NORTON* 


Dean, School of Business and 
Civic Administration, 
The City College, New York 


Dean Norton points out readjust- 
ments from a war to a peace 
economy may extend over long 
period and that we cannot ignore 
possibility of a long-run readjust- 
ment even if we successfully 
meet present situation. Sees fur- 
ther price readjustments and pos- 
sible improvement in industrial 
efficiency, but warns a “‘new era” 
psychology may blind us to dan- 
ger signals ahead. Stresses im- 
portance of cooperation between 
labor and management. 


I assume some of us are think- 
ing of the word “depression” in 
connection with 1947 and 1948. 
But past history discloses that the 
readjustments 
from a war- 
time economy 
may not fi- 
nally be made 
until a decade 
after the ces- 
sation of hos- 
tilities. The ex- 
perience of 
the last world 
war, and of 
certain pre- 
vious wars 
was char- 
acterized, by 
the continua- 
tion for a 
brief period of 
a war-time boom, followed by a 
short-lived setback with some 
deflation. Then a lengthy period 
of prosperity was enjoyed only to 
terminate in a prolonged decline. 
It would appear that the economy 
experienced an early jolt, from 
which the patient quickly re- 

(Continued on page 676) 











Dean T. L. Nerton 





*An address by Dean Norton at 
a panel discussion held by Inter- 
national Ladies Garment Workers 
— New York City, Jan. 18, 
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1940-1946 period will probably be 
known as the “honeymoon” period | 
for banks who were entering the, 
field in numbers at that time. Ex- 
perience of every one in the con- 
sumer credit business during this! 
period was uniformly perfect, and 
banks particularly benefited. In 
my opinion, and I think most peo- 
ple in the instalment finance busi- 
ness share it, experience since 
1940 is of no value whatever as 
a guide to the future, it certainly 
will not be of value as far as 
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As We See It 


EDITORIAL 


The Price Could Be Too High 


It begins to appear that labor leaders, learning perhaps 
from the Lewis tactics last year, are more than ordinarily 
reluctant to call strikes—or at least that they are more than 
ordinarily intent upon giving the impression that they will 
call strikes, if call them they do, only as a last resort. As 
contrasted with a year ago, a good deal of their wonted arro- 
gance seems to be missing at this time. If actions taken last 
week in the steel and motor industries suggest that the epi- 
demic of strikes which had been feared will not develop dur- 
ing the first half of this year or will be of a far milder and 
less explosive nature, that much is to be put down on the 
profit side of the ledger. There can be no doubt that Amer- 
ican industry needs, and badly needs, at least a year of un- 
interrupted, smooth production. Such a period would have 
potentialities not very many fully appreciate, we suspect. 

Yet it would be quite possible to pay too high a price 
for even this blessing. The doctrine that higher and ever 
higher wages are necessary to provide purchasing power to 
sustain prosperity is, of course, dangerous nonsense. Pushed 
to its logical conclusion, as most labor leaders and some 
others in positions of apparent influence would push it, such 
a program could hardly fail to do precisely the opposite of 
what is claimed for it. By channeling more and more of 
the benefit of technological and other production progress 
to limited groups in the population—which usually have no 
part in achieving it—such an idea if put into practice would 
inevitably limit progress, shorten the life of prosperity, and 
inaugurate conditions of stagnation akin to those now ap- 
parently existing in Britain. 





Too High A Price 


By and large, profits appear to be rather good in indus- 
(Continued on page 648) 
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From Washington 
Ahead of the News 


By CARLISLE BARGERON 


One of the most serious problems which the Senate fashioners 
of labor legislation are encountering is the fait accompli of the 
Wagner Act in turning the country’s workers over to the union 
bosses. They no longer, generally speaking, consider themselves the 
employees of the company. That’s where the money comes from but 
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Cotton Crop Report as of Nov. 1...*584 


a Not available this week. 
*These items appeared in our issue of : 
Jan. 27, on pages indicated. 


the man whom they must get “= with its the union boss. It is 


this fellow 
who tells 
them when 
and if they 
can work. The 
worker is far 
more con- 
cerned about 
living up to 
union rules 
than those of 
the shop. 

In the Hora- 
tio Alger days, 
the thing to 
do was to 
marry the 
employer's 





Carlisle Bargeron 


daughter or to | 


lie in wait until the opportunity 
arose to save her from a runaway 
horse. These are services which 
the bright and ambitious young 
man nowadays will more profit- 
ably render the union boss’ 
daughter. 

A young waitress in a cocktail 
room was telling us recently that 
while her fellow workers were 


‘ |. perhaps. 


: | motion, she said. 








always remarking about her be- 
hind her back they nevertheless 
stepped gingerly in her presence 
because she was the favorite of 
the union lear. We asked her if 
she wouldn’t consider it more im- 


| portant if she were the favorite 


of the headwaiter or the manager, 
She considered _ that 

They had nothing to 
do with her employment or pro- 


ridiculous. 


This was the situation in an 


5 establishment employing no mcre 
™;, than 20 people. 


It is true to an 
| amazing degree in large plants, in 
| mass industry, throughout the 
|;country. The employer has come 
| to be something far apart. In the 
worker’s mind he doesn’t exist, 
| and in turn, many a manager has 
| given up the struggle to maintain 
a personal relationship with the 
employee. He has come to look 
| upon the workers as so many com- 
modities. He needs a hundred 
workers. He calls upon the union 
(Continued on page 669) 
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A Republican Program 
For Europe 


By JOHN FOS 


TER DULLES* 


U. S. Delegate to recent Session, UN General Assembly 


Republican adviser, citing Soviet national expansion which has 


continued since its start “under 
urges United States take lead i 
Europe. Warning we must now 
the bases of Germany’s industria 
heart of Western Europe,” must 
kind of Federal-State struciure. 


Mr. 


the cover of deals with Hitler,” 
n economically unifying Western 
“put up or shut up,” he declares 
| economy, “the natural economic 
be placed under joint contro! in a 


Dulles has stated that Senator Vandenberg and 


Governor Dewey “have expressed concurrence in the thesis 
the speech nresents” and that it was also shown to Senator 
Taft and farmer Secretary Burnes. 


Subsequently it was condemned in “Pravda,” Communist 


party newspaper, which—acc 
Dispatch quoted in the New 


ording to an Associated Press 
York “Times” Jan. 20—termed 


it “cheap, slanderous nhrases hostile to the Soviet Union,” 
and continued: “the chief cause of Dulles’ wrath is that the 


General Assembly unanimou 
reduction regulation. Appare 


sly advocated a general arms 
ntly such a course doesn’t cor- 


respond with the plans of Dulles and those monopolistic 
circles whose interests he represents.” In “Pravda” of Jan, 26 


Mr. Dulles’ proposals were t 
hill’s “notorious” ones; and t 


ermed a copy of Mr. Church- 
hat Russia is not interested in 


a renaissance of German imperialism.”—EDITOR. 
In accordance with what now is New Year’s custom, we wel- 


come a new Secretary of State. 
held that of- 
fice; in Janu- 
ary, 1945, it 
was Secretary 
Stettinius; in 
January, 1946, 
it was Secre- 
tary Byrnes; 
now in Janu- 
ary, 1947, we 
have Secre- 
tary Marshall. 
I first pay 
tribute to our 
retiring Sec- 
retary of 
State. Mr. 
Byrnes, at 
personal risk, 
gallantly carried a heavy burden. 
His patient determination during 
a critical period served this nation 
well. It is unfortunate that he 
could not carry on. Since he could 


John F. Dulles 


In January, 1944, Secretary Hull 
© 
-not, it is fortunate that his suc- 
cessor is one whose ability and 
character have won for him the 
respect not only of the American 
‘people, but of the peoples of all 
the United Nations. We can hope 
that his great talents which helped 
'to fashion victory will now equally 
help to fashion a just and durable 
peace. 

Republicans do not yet have 
title to Federal appointive office. 
That gives them at least the ad- 
|vantage of continuity. It may, 
therefore, be appropriate for a 
Republican, who had the privilege 
of close cooperation with the three 
| (Continued on page 654) 








_ *An address by Mr. Dulles at 
the National Publishers Associa- 
ition dinner, New York City, Jan. 
117, 1947, 





Meaning of Economic Liberalism 


By FELIX 
Editor, “Hu 


MORLEY* 
man Events” 


Mr. Morley asserts doctrine of Economic Liberalism has two sides: 
(1) every extension of state authority should be viewed with sus- 
picion and opposed on principle; and (2) it places on every indi- 
vidual a responsibility commensurate with his power. This implies 
government should not give disproportionate power to labor or any 


other interest. Calls Wagner Act 


““lliberal” because it makes union- 


ism monopolistic, and urges closed shop should be permitted, but 


not be legally mandatory. 


Unless I can give a wholly reasonable and generally acceptable 
definition of “Economic Liberalism” my remarks will only be a 


handicap to 
the distin- 
guished ana- 
lysts who fol- 
low. But if my 
definition is 
adequate the 
result will be 
helpful. There 
will be a 
“framework,” 
asthe program 
suggests, “for 
straight think- 
ing about 
wage deter- 
mination.” 


Felix Morley 


A Politically Managed Vocabulary 
Must Be Avoided 


Fortunately, we are becom- 
ing increasingly conscious of the 
importance of precision and ac- 
curacy in the use of words. At 
a time when old arrangements 
have been shattered and new ones 
are not yet formed, it is essential 


*An address by Mr. Morley be- 
fore the Economic Institute of 
VU. S. Chamber of Commerce, 
* Washington, Jan. 11, 1947. 








wy 
_ to realize that words are our only 
| medium of exchange for ideas. To 
debase our verbal currency is nec- 
essarily to substitute confusion for 
order in both political and eco- 
nomic activities. Of late years, 
governments everywhere have in- 
troduced what is called a “man- 
aged currency.” At the moment 
nothing can be done about that. 
But we can and should resolutely 
oppose the introduction of a poli- 
tically managed vocabulary. 

A current example will help to 
make the point. The word “con- 
scription” is a good, straightfor- 
ward noun, meaning an act of 
compulsion exercised by the State 
on the individual, usually but not 
necessarily for military service. 
Precisely because conscription im- 
plies governmental compulsion it 
has a disagreeable ring to Amer- 
ican ears. So when the Adminis- 
tration seeks to introduce perma- 
nent peacetime conscription some- 
body decides, a little too cleverly, 
to disguise the process under the 
mellifluous expression: “universal 
training.” The adjective is spa- 
cious and the noun is. agreeable. 
But it is stiff going to explain just 

(Continued on page 659) 





Chapman Foster warned that, 
even if the full amounts claimed 
were not allowed, “the financial 
loss man be more than many 
companies can bear.” At the same 
time he expressed the opinion that 
in most cases the amounts claimed 
would be found entirely unreason- 
able by the courts. Furthermore 
he made definite recommendations 
for Congressional policy in dispos- 
ing of the matter contained in his 
statement, which follows in full. 


Statement of Under-Secretary 
Foster 


“The Department of Commerce, 
pursuant to its responsibility to 
promote commerce and industry, 
has been deeply concerned over 
the large amount of litigation 
which has followed. the decision 
of the Supreme Court in the 
Mount Clemens Pottery Co. case. 

“Leaders in the business com- 
munity have come to the Depart- 
ment to express their alarm over 
the impact of this litigation on the 
industry of the country. ‘They 
have pointed out that whatever 
may be the final outcome of an 
extended review by the courts of 
all these suits, the business firms 
affected wiil be placed in a posi- 
tion of grave financial uncer- 
tainty, with the result that their 
plans for vigorous expansion will 
have to be held in abeyance. Al- 
though estimates of liability are 
admittedly difficult, many firms 
may even be forced out of busi- 
ness, so great is the liability 
threatened against them. 


“An excellent expression of the 
view of business is that contained 
in a statement approved by a 
committee of the Business Advis- 
ory Council of the Department of 
Commerce. The Council, at the 
suggestion of Secretary Harriman 
appointed a committee to investi- 
gate this problem. The committee 
(on Jan. 14) provided a report on 
the subject which I am now filing 
with your committee. The Depart- 
ment has taken into account this 
statement and the proposals in it 
in preparing its own views for 
presentation to your committee. 


Accurate Forecasts of Earnings 
Impossible 


“When this matter first arose, 
the Department’s staffs were re- 
quested to make an effort to de- 
termine the probable extent of the 
liability which might accrue from 
the Mount Clemens Case. It soon 
became apparent that it was not 
possible to make any reasonably 
accurate estimate, In. the _ first 
place, certain important aspects of 
the Mount Clemens Case are still 
undecided. It is clear also’ that 
most of the suits are filed for a 
figure far beyond the highest an- 
ticipations of recovery by the em- 
ployees. It seems inevitable that 
when such suits are subjected to 


the sum put forth in many of 
them will appear entirely unrea- 
sonable. 

“Even if the doctrine of the 
Mount Clemens Case is carried to 
its conclusion in all pending suits 
the amount of the liability in the 
suits already filed would be sub- 
stantially less than the face value 
of the suits. which now go to more 
than $5 billion. However, even if. 
the amount of money actually re- 
guired to be paid by the courts ‘is 
very much smaller, the financial 
loss may be more than many com- 
panies can bear. Most of the suits 
at present are concentrated in the 
metal-producing and metal-fabri- 





cating industries and will par- 


ticularly injure firms in this field. 


the careful. scrutiny of the courts. 


Portal Suits Entail Bankruptcy, 
Commerce Under-Secretary Wars 


Foster tells Senat> Judiciary Committee that even if full claims 
are not allowed, many firms will be barkrupted. Official recom- 
mends that Congress (1) protect industry to tura’sh employment; 
(2) not impair operation of Fair Labor Standaris Aci; an] (3) 
make definitive agr2.men:ts which were mad2 in good faith. 
Appearing before the Senate Judiciary Commitiee Jan. 22 tc 
discuss poital pay suit effecis Under-Secreiury o: 


Commerce William 


If the current trend co.:t:nues 
suiis will have been filed agains 
An ¢rican industry in a fantastic 
amount, 


| Inordinate Claims in Aircraft 
industry 
| “The aircraft industry for whic! 
|the Department has a special re- 
spensibility has already told th« 
‘committee that the suits agains‘ 
|it amount to more than its presen‘ 
total net worth. It is easy to un- 
i\derstand, under these circurn- 
stances, the deep concern of the 
|business community and of the 
|Department of Commerce that 
| great damage may be dcne to our 
| economy. 


| Some Liability Recoverable From 
| Government 

“As already indicated in the 
testimony of other departments 
some of the Liability under thes« 
suits may be recoverable from the 
Federal Government by adjust- 
ment on contract payments, taxes 
‘and otherwise. Such recovery 
however, would be at best tediou: 
and uncertain. Any remedy con- 
sidered by Congress should havc 
as a first principle the propositio) 
that the ability of industry t 
eroceed with production, expan- 
sion and increased employment 
should be protected to the maxi- 
mum. 

“The gravest part of the whole 
vroblem is the uncertainty of the 
extent of liability on the employer 
as well as the uncertainty of the 
amounts which the Government 
might consider recoverable from 
it. This. uncertainty makes far- 
sighted, courageous business plan- 
ning very difficult in the affected 
industries. 

“It would not help business 
much if legislation were passed 
which, because of doubtful con- 
stitutionality, created another long 
period of litigation and accruing 
liability. 


Fair Labor Act Should Be 
Preserved 


“Generally speaking, American 
industry has accepted the pro- 
visions of the Fair Labor Stand- 
ards Act as providing proper and 
equitable protection to employees 
against sweatshop pay and over- 
long hours of work. It would be 
certainly most undesirable to im- 
pair the operation of the Act as 
a result of the present suits. Most 
employers have found that the Act 
serves to protect -their standards 
against the competition of a few 
who. could otherwise try to com- 
pete by hiring labor at unfair 
labor standards. 


“It is to the advantage of em- 
ployers in given industries to be 
assured in the future that em- 
ployers pursue the same general 
practice in defining the work 
which shall be paid for such a 
condition makes it possible to set 
work time and work rates on a 
sound and comparable basis be- 
tween competitive establishments 
and make sure that the high 
standards of most American in- 
dustries are protected. 

“It is thus fairly simple to out- 
line the problem presented by 
those cases. It is a good deal more 
difficult to suggest a working 
solution. 


Employer-Emplovee Agreements 
Must Be Preserved 


“It is the view of the Depart- 


tion of the problem of the large 
amount of past liability which 1s 
claimed must be worked out by 








ment of Commerce that the solu-! 


regarding as_ definitive those 
agreements which have been 
worked out in good faith between 
employer and employee. Business- 
nen have indicated to the de- 
2artment that when they worked 
out employment agreements the 
‘ates of pay which were set were 
‘egarded as compensating the em- 
sloyee for all work done for the 
mployer’s benefit. They feel that 
t is unfair that they now be 
isked to pay again for part of 
this work. It may well be that this 
contention is justified in many 
cases and where this is so, the 
businessmen should be protected. 


Other Necessary Steps 


“Certain other steps will be 
necessary to clear up the con- 
fused situation which presently 
exists. Steps should be taken to 
authorize the settlement of past 
liabilities under appropriate safe- 
guards. A _ reasonable uniform 
statute of limitations is also highly 
desirable. In order to prevent a 
similar situation from arising in 
the future, the Administrator 
should be given power to issue 
authoritative definitions of the 
Zeneral terms used in the statute, 
30 that employers complying with 
his definitions will be protected 
from liability during the period 
such rulings are in effect.” 


Addit’! Credits to Finland 

William McChesney Martin, Jr., 
Chairman of the Board of Direc- 
tors, announced on Jan. 22 that 
the Export-Import Bank has au- 
thorized a credit of $20,00,000 to 
the Republic of Finland for the 
purchase of United States ma- 
chinery, equipment, and materials 
required for the recovery of ex- 
port production in the lumber, 
pulp, and paper industry. Repay- 
ment of the loan will begin in 
1954 and wiil be completed by the 
end of 1958. 


Mr. Martin also announced the 
approval by the Bank of a short- 
term credit of $10,000,000 to Fin- 
land, which will be repaid before 
the end of 1947, to permit the con- 
tinuation of purchases of essential 
foodstuffs from the United States 
during the winter decline in Fin- 
land’s foreign exchange receipts, 
and of an additional short-term 
credit of $2,000,000 for financing 
shioments of cotton to Finland. 


Mr. Martin stated that the Bank 
is also advising the Finnish Gov- 
ernment of its readiness to par- 
ticipate with United States sup- 
pliers in financing the sale of 
selected industrial commodities to 
Finland. The Bank’s share in 
credits of this type is set at $5,- 
000,000, subject to the approval of 
specific applications from Ameri- 
can exporters. 


In making these announcements 
the Export-Import Bank said: 


“These new credits follow the 
extension by the Bank to Finland 
of a cotton credit of $5,000,000 in 
December, 1945 and a long-term 
general cerdit of $35,000,000 in 
January, 1946 for financing the 
purchase in the United States of 
urgently-needed materials, equip- 
ment, and services. It was in- 
dicated at the time that Finland 
would need to request additional 
cerdits to reestablish its foreign 
trade on a self-sustaining basis, 
and it is expected that the loans 
now authorized, together with 
some financial assistance from 
other sources, will enable Finland 
to achieve this objective.” 


Air Delegation Head 


Announcement was made of the 
appointment of Glen A. Gilbert, 
consultant to the Administrator of 
the Civil Aeronautics Adminis- 
tration, as head of the United 
States delegation to the South 
Pacific Regional Air Navigation 
meeting of the Provisional Inter- 
national Aviation Organization, 
convening at Melbourne, Aus- 
tralia, Feb. 4. The dispatch from 
Washington to the New York 
“Times” added that Capt. A. 8S. 
heyward wouid be alternate. 
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Freedom of Enterprise (Cura Reverts { 
Slogan or Reality? (muck » 


The “blanket participation 
agreement” program, under which 

By RAYMOND E. NORTH* 
Executive Vice-President, M. Lowenstein & Sons, Inc. 


the Reconstruction Finance Cor- 
poration has been guaranteeing up 
“ : 
Pointing out “there should be no monopoly of capital, of labor or so, 7% bank loans’ to industry 
of government in business,” Mr. North recommends: (1) restoration 
of individual incentive by revamping tax structure; (2) ‘reduction 


without examining the loan appli- 
cations is to be discontinued, the| 4 constructive step forward which should be helpful in improving 
in government spending; (3) revision of Federal labor laws; and 
(4) halt in spiraling of costs and prices. Says first step toward 


Agency announced, according t©) future relations between the employers and employees.” Walter 
balanced economy is increased worker productivity without pay in- 


Washington Associated Press ad- | Reuther, President of the Unitece 
vices Jan. 19 which said that the | auto Workers, CIO on Saturday |Caution and the insistence upon 
RFC will, however, continue t0/<aid his union would review this| suitable quality at an acceptable 
creases. Holds freedom of enterprise, in sense of equal opportunity 
and justice, has not existed in U. S. for fifty years. 
There exist in the world today two basic economic and political 


guarantee up to 75% of bank loans week the steelworkers’ decision to| price were characteristic of the 
of $100,000 or less through a “de-| extend existing contracts. attitude of many buyers. 
philosophies which are violently opposed to each other. One of these 
hold that the» 


647 


The State of Trade ‘| 


The results of discussions the past week on the management- 
labor front relative to wage negotiations in the steel industry augur 
well for business and industry in the first half of 1947. In the words 
of the United States Steel Corp. the agreement reached “constitutes 



































ferred egotasrior arg Baie The prospects for industrial Steel Industry — Through the 
Pedaa: “Under this kien the RFC peace are greatly improved by the| medium of preliminary or “in- 
et 5 bet Pp : steel _union’s action and should | formal” contacts between manage- 
examines loans before guarantee€- | the United Auto Workers take the ment and labor representatives, 





ing them. 








; same step in extending their con- 2} 

state should, have been more widely and/ “The ‘blanket participation’ pro-|tract, production in the months wee cme Gane poe pe gle 
operate the) equitably distributed than in any}gram was Iaunched last March to | ahead should have a comparative-| definite course of action. was 
economy un- other country. The American | ‘assist in the reconversion of in-|ly free rein which will supply. 8|aeseed anon “he. pat aaa ae 
der a dictator- public regards as simple necessi-| qustry to a peacetime basis.’ It | fillip to our much abused economy. a eané to tia. tone Spots 
ship of the /|ties many things which would be! expired by its own terms, but/|These decisions will undoubtedly | tional metalworking paper. 
minority. The| luxuries in other parts of the/there had been _ uncertainty/|set the pattern for most manage- - aden ig ho ype ay 
other provides | world. . 


whether the RFC might renew it.” | ment-labor problems in the near 


future and have a salutary effect 
as well in the settlement of such 
disputes. 


for freedom 
of enterprise | 
under a rep- 
resentative | 


It is not a mere coincidence that 
in this land the Four Freedoms 
are deeply rooted. Freedom for 
the normal functioning of econo- 


U. S. Steel representatives and 
USWA heads when they met later 
in the week was to get down to 
brass tacks, do a little shadow- 





Netivesionds Banks Form 


N. Y. Investment Concern 


gavernment. 
Russia is the 
champion of 
the one and. 
America the 
champion of 
the other. 
While it is posible that each may 
exist at the same time in different 
countries only one may exist at | 
one time in one country. In this 
land the people overwhelmingly 
demand free institutions and in- 
dividual liberty. Our system has 
achieved the highest standard of 
living known to any people. The 
products of both farm and factory 





Raymond E. North 





mic forces is the foundation for 
and is essential to the existence 
of freedom of speech, of religion, 
freedom from want and from fear. 
Wherever free enterprise has been 
denied there also have _ been 
denied the other four freedoms. In 


, each of the three most conspicuous 


cases of modern times the econo- 
mic and social system which 
denied freedom of enterprise also 
enslaved the people to the state. 
The Italian Fascist Mussolini, the 
German Nazi Hitler and the Rus- 
sian Communist Stalin all offered 
security and order under a state- 
operated industry but this they 





Three of the leading banking 
institutions of the Netherlands— 
Pierson & Co., The Nederlandsche 
Handel-Maatschappij N.V. (Neth- 
erlands Trading Society), and 


tween 
union resulted in job reclassifica- 


pay and wage increases of about 











N.V. Commissie-En Handelsbank 
—announced on Jan. 27 the for- 
mation of Amsterdam Overseas 
Corp. under the stock corporation 
law of the State of New York, 
with offices at 52 Wall Street and 
with a subscribed paid-up capital 


years of work by a joint corpora- 
tion-union committee and estab- 
lishes a standard hourly 








of $3,000,000. The advices regard- 
ing its organization state: 

“The company, which will not 
do a banking business, intends to 
engage, either alone or with 


The conferences last week be- 


: boxing for public consumption 
Big steel and the steel 


and determine how much each 
could give on the wage demand 
without losing their respective 
positions in the eyes of the public, 
the stockholders and steel labor. 
It was the belief that the post- 
ponement of the negotiations 
originally scheduled for the pre- 
vious week between the U. S. 
Steel Corp. and the union was in 
part due to the desire of both 
parties to study further their re- 
spective approaches on the ques- 
tion of portal-to-portal pay, the 
magazine pointed out. 

The union’s purpose in institut- 


tions entailing $32,000,000 in back 


$17,000,000 annually. 
The new job list ended two 


wage 
scale to replace a hodge-podge of 
45,000 to 50,000 job titles. 

Wage increases will vary from 
cne cent an hour to 29 cents with 
some workmen receiving as much 
as $1,800 in back pay, according to 
union estimates. 








The new wage rates, which go 
into effect the first payday after 
Feb. 1, wipe out wage-rate inequi- 
ties within plants, between plants 
and among subsidiaries of United 
States Steel. 


ing these suits was for them to 
serve as a _ bargaining tool, 
while management, on the 
other hand, was anxious for a 
legal definition of what constitutes 
“walking time,” as well as valid 


a ad tere Weta: te accomplished, if they did succeed, 
* An address by Mr. North be- : 

fore Maryland Association of by the force of the machine gun 

Certified Public Accountants,| and the concentration camp. We 

Baltimore, Md., Jan. 14, 1947. (Continued on page 658) 


others, in financing commercial 
transactions in this country and to 
make investments for its own ac- 
count, There will’ be partictlar 
emphasis on such transactions and 


| investments as will foster the de- The existing wage _ contract|legislative action which it hopes 
. oT velopment of industrial, financial|already has been extended to|will establish a clear-cut course 
America, Rediscovered and commercial relations between | April 30, whereas the contract|for future action, the trade paper 


this country, the Netherlands and 
other countries. The company will 
act not only as a principal but 
also as agent to others in such 
dealings.” 

The present directors of the 
company are A. Andriesse, New 
York, formerly a partner of Pier- 
son & Co.; A. D. Bestebreurtje, 
President of the Netherlands 
Chamber of Commerce in New 
York, and G. Peter Fleck, also of 
this city, who, as a director of N.V. 
Commissie-En Handelsbank, rep- 
resents Netherlands and French 


normally would have expired on 
February 15. With 
figures available for the entire 
steel industry, Mr. Murray, Steel 
Workers, President estimated that 
back pay would = approximate 
$100,000,000 and annual wage in- 
creases would amount close to 
$50,000,000 when all studies were 
completed. 


On the production front total 
output in the week continued to 
show an upward trend, being very 
close to a peace-time peak level. 


observed. 

In lieu of a militant and stub- 
born insistance on a substantial 
wage increase, the steel union was 
expected to place considerable 
emphasis on such demands as 
portal-to-portal pay provisions, 
increased retirement benefits and 
an annual wage formula. It 
seemed likely last week that after 
the clearing away of smoke from 
contract negotiations, the steel 
union will have obtained some 
definite setup on a health and 


By ALF M. LANDON* 
Former Governor of Kansas 


One-time Republican Party Presidential nominee stresses the 
colossal war waged by U. S. as greater than that of any other 
nation and says we should know our strength and assume responsi- 
bilities that go with it. Urges wisdom, not possession or prejudice, 
be keystone of our conduct in foreign affairs. In domestic affairs, 
sees a restoration in balance of political power and says if sound 


course is taken, we can be spared burden of unsold inventories, 
unemployed labor, and inflation. 


no exact 


I want to talk to you about “America, Rediscovered.” 


I hope to] f Ry oe aa A shop rise in continued unem-| Welfare program. 

7 inancial interests In this country.|ployment compensation claims| Indicating the speed with which 
show th ly the f f ’ ry — *| ployment ip : & p whic 
~ ay me gua only the future o our country but the future peace Mr. Fleck also will serve as Pres-|and initial claims was noted in 


the steel industry hopes to pare 
down some of its unwieldy order 
backlog, the ingot rate the past 
week advanced to a new postwar 
high of 92% of capacity, up a half 
a point from last week. If this 


depends on 
Americans re- 
discovering 
America! 

The origins 
of my message 


ident of the company. 


Let’s take a look at the record. 
The fact is that the United States 
waged a war so colossal, so stu- 
pendously greater than that by 
any other nation that it is beyond 
our comprehension. 


the week ended January 11. Much 
of this rise represented a carry- 
over from the preceding holiday- 
shortened week. Total claims were 
up almost 17% and initial claims 
by more than 30%. 





Redeem Oslo Bond 


The City of Oslo, Norway, has 
notified Kuhn, Loeb & Co., fiscal 





date back to 
mid-way in 
the war when 
we were being 
assured by 
press, radio 
and magazine, 
by speech, 
song and ode, 
that mighty 
Russia was 
winning the 
war single-handedly. Unless you | 
ssang the praises of the Red Army, 
unless you memorialized the he- 
ros of Stalingrad, you were not in 
step. I kept thinking that this was 
Russia’s portion of glory in the 
war and that ours would be next. 
I did not then, and I do not now, 
‘want to detract one iota from the 
‘part that the Soviet Union played. 
But I began listening then and I 
aam still listening now for those 
Same organ peans of praise for the 


gigantic part that our beloved 
nation played. 





Alt M. Landon 





*An address by Mr. Landon at 
annual banquet of Junior Chamber 
of Commerce, Minneapolis, Minn., 
Jan, 14, 1947, 








Where Russia fought on a two- 
thousand mile front and a mere 
pond called the Baltic Sea—where 
Britain guarded a coast of eight 
hundred miles and a life line 
through the Mediterranean and 
the Indian Ocean ten thousand 
miles long—the United States 
waged war on seven oceans, every 
sea, and on scores of fronts that 
totaled not two, but tens of thou- 
sands of miles. Our invasions of 
Jap-held islands alone were mili- 
tary feats heretofore never 
dreamed of. The invasion of Eu- 
rope by British and American 
forces combined was a titanic op- 
eration which even the military 
mind still has difficulty grasping. 
The world has never seen the 
equal of the military achievements 
and military resources of our 
great and glorious Republic. 

From a production standpoint 
the job done by American -indus- 
try single-handedly, almost defies 
the imagination. Consider: 


U. S. War Accomplishments 
Between 1940 and 1945, this 
country produced 294.000 fichting 
(Continued on page 668) 





agents of the city’s 19-year 442% 
sinking fund external loan bonds 
municipal external loan of 1936 
due April 1, 1955, that the sinking 


fund requirements for the semi- 
annual periods from April 1, 1941 
to Oct. 1, 1946, inclusive, will be 
satisfied by the redemption on 
March 1, 1947 of $2,292,000 prin- 
cipal amount of bonds. The bonds 
will be drawn by lot and will be 
redeemed at their principal 
amount and accrued interest to 
March 1, 1947. 





Norway Bonds 

Holders of 20-year 442% sink- 
ing fund external loan coupon 
bonds due March 1, 1956, of the 
Kingdom of Norway are being 
notified that $515,000 principal 
amount of these bonds have been 
called for redemption through the 
sinking fund on March 1, 1947, at 
par. The bonds will be redeemed 


‘at the head office of The National 


duction 
trucks in the United States and 
Canada moved up to an estimated 
94,345 units this week, compared 
with 75,166 in the previous week, 
according to Ward’s Automotive 
Reports. 


staple commodities and durable 
goods. 
home furnishings were frequently 
reported to be among the best 
sellers. 


of the preceding week and it con- 





City Bank of New York. 


tinued to be well above that of the 
corresponding week a year ago. 


level could be maintained through- 
out the year, ingot output on an 
annual basis would approximate 
84 million tons. If such a rate is 
approached for no more than 4 to 
6 months almost all of the unusual 
tightness in steel supplies will 
disappear and the supply and de- 
mand situation would take on a 
normal appearance, states “The 
Iron Age.” 

Possibly reflecting the optimism 
over the labor outlook and the 
subsequent chance for uninter- 


In the automotive industry pro- 
of passenger cars and 


In the corresponding period of 
1946, output was 29,410 units and 
121,948 in 1941. A breakdown of 
the current week’s figure is 64,889 
automobiles and 24,481 commer- 


cial vehicles produced in this|rupted steel production, the scrap 
country and 1,600 and 3,395 in|market has again exhibited a 
Canada. stronger tendency with higher 


quotations already appearing in 
the Cleveland area. At mid-week 
fresh buying in some of the other 
areas had dried up and brokers 
were finding difficulty in covering 
at the current quotations. Further 
clarification of market prices was 
expected sometimes later in the 
week, the magazine reported. 

Steel firms last week reported 
no easing in the volume of in- 
quires from their customers. Such 
was the demand that practically 
any mill could fill its books 
throughout the entire year and in 


(Continued on page 671) 


Retail volume declined slightly 
in the week but remained moder- 
ately above that of the correspond- 
ing week a year ago. Many shop- 
pers shunned high priced goods, 
centering their attention upon 


Electrical appliances and 


Wholesale volume on the other 
hand was perceptibly above that 
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As We See It 


(Continued from first page) 


try generally at the present 
time. It may be that a mod- 
erate increase in wages could 
be absorbed by most enter- 
prises without eliminating 


profit, or reducing it to a) 
point of real danger, that is, 


of course, assuming that full 
volume sales can be main- 
tained at about’ existing 
prices. It is conceivable even 
that, with full, smooth, effi- 
cient mass production, prices 
could be somewhat reduced at 
the same time that wages are 
increased. To those who wish 
or can be persuaded to look 
no farther ahead than this 
year, such statements as these 
may appear to concede the 
claims of the Nathans, the 
Bowles, the Murrays, the 
Reuthers, and the others who 
are of the same school. They 
do nothing of the sort, as a 
matter of fact. 


It scarcely requires the gift 
of prophecy to perceive that 
the mass of consumers de- 
pendent upon agriculture can- 
not hope very much longer to 
keep their income at recent 
levels, to say nothing of in- 
creasing it. It is true, of 
course, that they, of all ele- 
ments in the population, have 
most prospered during the 
war and in the first postwar 
year or somewhat longer. But 
that this is a highly abnormal 
and of necessity temporary 
situation is clear and admit- 
ted by all. It moreover is 
in part due to assistance from 
the Federal Government 
which the American people 
cannot afford to continue in- 
definitely. It is a safe guess— 
indeed, it is no guess at all— 
that the farmers of this coun- 
try are presently going to 
need the lower prices of in- 
dustrial products to which 
they, along with the rest of 
the public, are entitled as 
productive processes improve, 
and if they do not get them 
the volume of their purchases 
of the goods and services of 
non - agricultural industries 
will be accordingly reduced. 


Other Sufferers 


There are likewise other 
masses of consumers who have 
not benefited by the importu- 
nities of organized labor, and 
who will not benefit in the 
future. Indeed many of them 
lose about as much as organ- 
ized labor gains. The so-called 
rentier class—that is those 
who must eke out an exist- 
ence from the interest on 
small savings accumulated in 
past years — have no way to 
cause their income to rise in 
periods of inflation. Under 
such conditions as the more 
aggressive unions would im- 
pose at present millions of 
men and women in business 
for themselves would find 
their income sharply reduced 
or rigidly limited. Profes- 
sional elements in the popula- 
tion, salaried employees, par- 
ticularly, perhaps in the serv- 
ice of government, and a host 





(of others would find them- 


selves under the necessity of 
curtailing their purchases. 
Neither subsidies nor special 
concessions to favored groups 
offer a solid foundation for 
abiding prosperity. 

But in still another way 
success on the part of labor 
leaders in lulling the general 
public into forgetfulness 
could and probably would be 
excessively expensive. We 
have in this country a legisla- 
tively nurtured, if not a legis- 
latively created, labor monop- 
oly, which is very costly and 
very dangerous. It will re- 
main costly and dangerous so 
long as it exists. The legisla- 
tion which brought this situ- 
ation into being is part and 
parcel of the New Deal labor 
pampering. It must be ex- 
punged from the statute 
books. If improved labor re- 
lations, or at least a change 
in the situation which for the 
time being seems to promise 
freedom from crippling 
strikes, causes us to forget or 
neglect this duty of going to 
work in the halls of Congress 
to correct a deep-seated evil, 
peace will be bought at a high 
price indeed. 


Labor leaders doubtless are 
as well aware as any one else 
of the fact that the public had 
become pretty weary of the 
tactics of the unions, and was 
much in the mood for legisla- 
tive action. What will happen 
to that mood should the 
months of this year be rela- 
tively free of the sort of strife 
which so marred the first half 
of last year, it would be diffi- 
cult to say. Most of the pro- 
grams which have come for- 
ward as a result of the dis- 
gust with the attitudes of the 
unions are, to be candid about 
it, of doubtful worth. They 
head in the wrong direction— 
toward more government in- 
terference, more government 
control, more government 
management. It would be just 
as well if these particular 
projects did not come to frui- 
tion, but the determination to 
remedy a situation which has 
been legislatively caused can 
be permitted to weaken only 
at the risk of heavy cost at 
some later date. 


Constructive Action Needed 


If a period relative calm on 
the labor front could be util- 
ized for the development of 
some careful and realistic 
thought about the situation as 
it now exists, and about the 
natural and indeed the only 
effective remedies, so much 
the better. The real evil is 
that employers, usually for- 
bidden by law to come to any 
collusive agreement with 
their workmen, must sit at 
the bargaining table with in- 
dividuals who hold absolute 
control not only of all present 
employees but, for practical 
purposes, of all workmen who 
might possibly otherwise be 





such employees. The Ameri- 
can public has repeatedly and 
rightly insisted that it did not 
want and would not tolerate 
similar monopoly in industry. 
It must now be as insistent 
that such a condition not ex- 
ist among the workmen of the 
country. 

Such a course would, ob- 
viously, require drastic 
changes in the laws as they 
now stand on the books. It 
is, of course, certain that it 


would be denounced as|| 


roundly as some of the other 
proposals of the day. That, 


however, must not deter us. 
Nor must we permit ourselves 
to be lulled into a false sense 
of security. 


Plans for Resumption 
Of Rubber Trading 


Preliminary to resumption of 
rubber futures trading Commodity 
Exchange, Inc. put in process on 
Jan. 16 several revisions of its 
pre-war rubber contract. Trading 
in rubber futures was suspended 
Feb. 6, 1942, for the duration of 
the war. Exchange officials said 
restoration of a free market in 
the commodity would follow 
abandonment by the Government 
of the RFC mass rubber buying 
program, which is now scheduled 
for March 31. At a special meeting 
of the Exchange membership, 
proposed changes in the rubber 
contract were discussed and a 
revised contract approved for sub- 
mission to membership for ballot- 
ing Jan. 21. The advices of the 
Exchange on Jan. 16 said: 

“No. 1 ribbed smoked sheets of 
natural rubber is made base grade 
in the revised contract in place of 
No. 1X grade. The latter grade is 
made tenderable against contracts 
at a premium of five points and 
two other grades are made 
tenderable at discounts of 50 
points for No. 2 ribbed smoked 
sheets and 100 points for No. 3. 
Another amendment to the pre- 
war rubber contract adds the 
ports of Boston, Norfolk, Phila- 
delphia and Baltimore to New 
York as delivery points and 
‘barebacks,’ or unwrapped pack- 
ages of smoked sheets, are made 
deliverable as well as the pre- 
war bales and cases. 

“When rubber futures trading 
on the exchange is restored, it 
will be conducted in the current 
month and the 14 succeeding 
months, or 15 deliveries in all 
against 12 in the pre-war contract, 
according to the proposed re- 
visions.” 


Results of NYSE Inquiry 
On Margin Accounts 


In an announcement dated Jan..; 


23, the New York Stock Exchange 
stated that member firms of the 
Exchange have reported, in re- 
sponse to the Exchange’s ques- 
tionnaire distributed under date 
of Dec. 10 at the suggestion of the 
Federal Reserve Board, that, “as 
of Dec. 31, they were carrying 56,- 
131 open margin accounts in se- 
curities for customers. A total of 
297 firms carrying accounts re- 
ported.” The advices of the Ex- 
change on Jan. 23 added: 

“At the end of June, 1946, 287 
firms carrying customers’ margin 
accounts in securities reported 
74,265 such accounts. As of June, 
1945, there were 137,752 accounts 
reported by 282 firms. The only 
preceding comparable figures are 
for Nov. 30, 1938, when member 
firms reported 256,504 accounts.” 

The notice sent to Member 
Firms of the Exchange on Dec. 10 
by Edward C. Gray, Director of 
the Department of Member Firms 
of the Exchange, appeared in our 


persuaded to compete with issue of Dec, 19, page 3248, 





Qur Federal Finances 


Secretary of Treasury, John W. Snyder, says transition to peacetime 
economy is still not complete and upward pressures on prices per- 
sist. In this economic environment, he recommends Federal Gov- 
ernment should make every effort to balance budget and retain 
present high taxes. Envisages aim to reduce public debt, but denies 


it burdens the national economy. 


Upholds pattern of low interest 


rates and U. S. policy of foreign financial aid and cooperation. 


Secretary of the Treasury, John W. Snyder, submitted to the 
Congress on Jan. 10, his annual report on the state of the finances for 
the fiscal year¢ nisi 


ended June 
30, 1946. As 
during most of 
this _ period, 
Fred M. Vin- 
son, now Chief 
Justice of the 
United States, 
was Secretary 
of the Treas- 
ury, Secretary 
Snyder  lim- 
ited his own 
discussion pri- 
marily to 
present and 
prospective 
; conditions in 
the introductory portion of the 
report, the text of which is as 
follows: 








John 'W. Snyder 


Treasury Department, 
Washington, D. C. 
' Jan. 10, 1947. 
Sir: I have the honor to make 
the following report on the fi- 
nances of the Federal Government 
for the fiscal year ended June 30, 
1946. 
Fiscal Policy 


Employment and production are 
both at high levels at the present 
time, but the transition to a 
peacetime economy is not yet 
complete. While the output of 
most types of finished goods is 
now high, that of other types is 
still low relative to demand. The 
output of these types of goods, 
such as automobiles, electric re- 


frigerators, and sewing machines, 


|will continue to increase as the 
pipe lines of production and dis- 
| tribution are filled and shortages 
|'of component parts no longer in- 
|terfere with the smooth flow of 
the productive process, As a con- 
sequence of the time required to 
‘attain volume production of some 
i\types of goods and of the short 
|'time which has elapsed since the 
end of the war, there is still a 
|substantial backlog of unsatisfied 
|consumer demand for many types 
/of goods and services; and up- 
/'ward pressures on prices persist 
_in many areas of the economy. 

In the present economic envi- 
ronment, the Federal Government 
should make every effort, not only 
to attain a balanced budget, but 
also to achieve a substantial sur- 
plus of taxes over expenditures, 
and so to reduce the public debt. 
This requires both the mainte- 
nance of a high level of taxes and 
the utmost economy in Govern- 
ment expenditure consistent with 
national security and with an ade- 
auate level of Government serv- 
ices at home. The President’s 
Budget Message reflects a deter- 
mination to achieve both of these 
objectives. 


I recognize, of course, that pres- 
ent tax rates are high. I am anx- 
ious that these rates be reduced 
as rapidly as possible. But, I be- 
lieve that, under present circum- 
stances, first priority must be 





(Continued on page 658) 





What’ s Coming in 
Labor Legislation? 


By DONALD R. RICHBERG* 


9? 66 


Strongly urging “compulsory, 


punitive” and “drastic’”’ labor legis- 


lation to curb labor unions, former Director of defunct National 
Recovery Administration contends unless action is taken we shall 
be driven into a political and even a civil war. Advocates as chief 
objectives of new legislation: (1) require both employers and 
employees to use peaceful procedure before taking aggressive 
action; (2) apply monopoly laws to unions; and (3) make labor 
unions and leaders responsible to public. Holds monopolies and 
physical violence of unions constitute menace to civil liberties. In 
Washington address Mr. Richberg urges compulsory arbitration of 


industry-wide controversies. 


__ The 80th Congress is all set to enact some new labor laws which 
will be denounced by most labor leaders as “compulsory,” “punitive” 


and 
Any legisla- 
tion that was 
not violently 
opposed by 
labor i politi- 
cians, in and 
out of the 
unions, would 
not meet the 
urgent needs 
of the day. 
Workers 
everywhere, 
not only far- 
mers, inde- 
pendent busi- 
nessmen, 
pro fessionals, 
and other unorganized workers, 
but also the masses of organized 
workers need and are demanding 
the protection of the government 
against the labor monopolies and 


Donald R. Richberg 


*An address by Mr. Richberg 
at the Luncheon of the Poor Rich- 
ard Club, Philadelphia, Pa., Jan. 
7, 1947, Mr. Richberg is now 
member of the law firm of Davies, 
Richberg, Beebe, Busick & Rich- 
ardson of Washington, D.C. 


“drastic.” @— é 


tyrannies that have been oppress- 
ing them. 

It will take a “compulsory” law 
to compel labor bullies like John 
L. Lewis, to stop attempting, at 
regular intervals, to freeze or 
starve the people of the United 
States into submitting to their ar- 
bitrary demands. 

It will take a “drastic” law to 
end the power of a few thousand 
transportation workers to shut 
down the industries and imperil 
the health of a great city, in the 
way in which tugboat men and 
teamsters have paralyzed New 
York City. 

It will take a “punitive” law to 
make it impossible again for a 
conspiracy of public utility em- 
ployees to wage a civil war for 
private gain in cities like Pitts- 
burgh, Philadelphia and Washing- 
ton by cutting off electric power 
and light, or local transportation 
or telephone service, which are 
essential to public welfare and 
safety. 

It will take “compulsory,” “pu- 
nitive” and “drastic” laws to pre= 

(Continued on page 660) 
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Responsibilities 


Free Economy 


By BENJAMIN H. NAMM* 

President, National Retail Dry Goods Association 
Chairman of Board, The Namm Store, Brooklyn 
Leading department store executive urges retailers improve rela- 
tions with public by telling story of a free economy and keeping 
goods moving. Says problem in 1947 is reconverting distribution to 
normal, peacetime basis, and effecting transition without sustain- 
ing heavy inventory losses. Says mad scramble for goods has ended 
and transition to a buyers’ market will be difficult and must be left 
to individual judgment. Warns recent elections do not give assur- 
ance of a free economy and urges retailers not to relax fight 


against controls. 


I can think of no better keynote for my remarks tonight than 


the words of Charles H. Strong, of Cleveland, 


the National. 
Reatil Dry 
Goods’  Asso- 
tiation. Ad- 
dressing our 
opening con- 
vention 

in New York | 
35 years ago, | 
Mr. Strong 





spoke as fol- 
lows: 

“An organi- 
zation with re- 
tail represen- 





$ tatives from 

; nearly every 
Benjemin 3. Name State in the 
Union has 


irresistible power, if directed for 
the good of the people. That it 


will be so directed must follow, | 


for all of the people are our cus- 
tomers and prosperous customers 
are our best asset. So we are 
meeting tonight, gentlemen, be- 
cause we believe it will be good 

*An address by Mr. Namm be- 
fore National Retail Dry Goods 
Association, New York City, Jan. 
13, 1947. 











the first President of 
for us, good for our customers, 
good for our country.” 

How well those words have met 
the test of time! Throughout the 
years they have found expression 





here|in the activities of our associa- 


tion and in the enlightened, pro- 
gressive stand it has taken on im- 
|portant issues of the day. And 
|again, tonight, 35 years later, Mr. 
|Strong’s remarks completely re- 
| flect the spirit of this convention. 
| We are meeting because we be- 
lieve it will be good for us, good 
for our customers, good for our 
| country. 

It is difficult to imagine a more 
opportune time than this for the 
retailers of the nation to gather 
| together to discuss their mutual 
problems. Behind us is a period 
of unprecedented business: ahead 
is a period of transition and re- 
adjustment. 

The theme of the convention has 
well been chosen. “Dynamic Dis- 
|tribution in a Free Economy” 
| points up succinctly the two major 
/problems which demand our at- 

tention at this time. First, we 
(Continued on page 653) 


U. S. Conciliation and 


Collective 


By EDGAR L. WARREN* 
Director, U. S. Conciliation Service 


Commending NAM policy of free collective bargaining without com- 
pulsory arbitration or government super-machinery, Mr. Warren 


warns drastic labor controls will 
prices and production, which, in 


lead to government regulation of 
turn, means death of free enter- 


prise. Decries illusions that special labor courts or other devices 
are a cure-all for industrial strife, and asserts role of government 
in collective bargaining should be limited to conciliation only. Ex- 
plains expansion of U. S. Conciliation Service. 


You gentlemen represent the 
tem. I am not 
lective bar- 
gaining is an 
essential part 
of the free en- 
terprise  sys- 
tem, Employ- 
ers have just 
as great a 
stake as the 
unions in free 
collective bar- 
‘gaining. Ira 
Mosher has 
said that on 
several occa- 
sions. The In- 
dustrial Rela- 
tions report to 
the 5lst Con- 
gress of American Industry last 
month at the Waldorf Astoria, put 
it in these words: 


“The preservation of free col- 
lective bargaining demands that 
government intervention in labor 
disputes be reduced to an abso- 
lute minimum. The full extent of 
government participation in labor 
disputes should be to make avail- 

-able competent and impartial con- 





Edgar L. Warren 


—— 


*An address by Mr. Warren be- 
fore the Institute of Industrial Re- 
lations, National Manufacturers’ 


Association, Boca Raton, Fla., Jan. 
7, 1947. 





leaders of the free enterprise sys- 


telling you anything new when I say that free col- 
* _ a 


ciliators. Compulsory arbitration, 
in particular, is inconsistent with 
American ideals of individual 
freedom and is bound to destroy 
genuine collective bargaining.” 

That sound policy -was reflect- 
ed in the unanimous statement is- 
sued subsequently by the Labor- 
Management Advisory Committee 
of the Conciliation Service. That 
eight man committee—which in- 
cludes four labor members and 
four management members, the 
latter appointed on the recom- 
mendation of the NAM and the 
United States Chamber of Com- 
merce — went one step further. 
Our Advisory Committee also 
took an unequivocal position op- 
posing compulsory arbitration or 
super-machinery for the disposi- 
tion of industrial disputes. They 
went on to say: 


“With collective bargaining 
freed from all wartime controls, 
we believe that American indus- 
try and American labor can and 
will assume their individual and 
joint responsibilities for the pro- 
duction of the goods and services 
so necessary to a _ prosperous 
peacetime America.” 

Today, under President Tru- 
man, your government’s labor 





(Continued on page 663) 


Subscriptions to 
Treasury Gertificates 


Secretary of the Treasury 
Snyder recently announced the 
final subscription and allotment 
figures with respect to the offer- 
ing of %% Treasury Certificates 
of Indebtedness of Series A-1948. 
These certificates were offered by 
the Treasury Department on Dec. 
18 on an exchange basis, par for 
par, to holders of Treasury Cer- 
tificates of Indebtedness of Series 
A-1947, in the amount of $3,330,- 
431,000, maturing on Jan. 1, 1947. 
Cash subscriptions were not re- 
ceived. 

The Series A-1948 certificates 
are dated Jan. 1, 1947, and bear 
interest from that date at the rate 
of % of 1% per annum, payable 
with the principal at maturity on 
Jan. 1, 1948. They are issued in 
bearer form only, in denomina- 
tions of $1,000, $5,000, $10,000, 
$100,000 and $1,000,000. 

The subscriptions and _ allot- 
ments were divided among the 
several Federal Reserve Districts 
and the Treasury as follows: 


Fed. Reserve Total Subscriptions 


District Received and Allotted 
Boston $114,588,000 $114,588,000 
New York 1,752,413,000 1,752,413,C00 
Philadelphia 71,140,000 71,140,000 
Cleveland 84,036,000 84,036,000 
Richmond 43,905,000 43,905,000 
Atlanta 86,636,000 86,636,000 
Chicago 330,131,000 330,131,000 
St. Louis 78,927,000 78,927,000 
Minneapolis__ 56,828,000 56,828,000 
Kansas City__ 116,357,000 116,357,000 
Dallas 69,678,000 69,678,000 
San Francisco 327,084,000 327,084,000 
Treasury 525,000 525,000 

Total - . $3,132,248,000 $3,132,248,000 


Elections by Savings 
Banks Retirement Syst. 


Charles Diehl, President of the 
Empire City Savings Bank of New 
York City, and John S. Roberts, 
President of the Flatbush Savings 
Bank of Brooklyn, N. Y., were re- 
elected Chairman and Vice-Chair- 
man, respectively, of The Savings 
Banks Retirement System at the 
annual meeting of the board of 
trustees on Jan. 15. Robert Math- 
erson, Jr. and Walter R. Williams, 
Jr., were reappointed Executive 
Manager and Treasurer and Sec- 
retary, respectively, of the Sys- 
tem. The trustees reported the 
System’s assets were $4,230,000 as 
of Dec. 31, 1946, and participation 
in the plan by 65 banks and 2,899 
employees. This participation rep- 
resents increases during 1946 of 
over $1,790,000 in assets, 11 in the 
number of participating banks and 
535 in the number of participating 
employees. A continuing interest 
in the System is also reported by 
the trustees in the addition of one 
participating bank as of Jan. 1 and 
the 67th and 68th _ institutions 
scheduled to commence participa- 
tion on Feb. 1. 


Other trustees of the Systern, 
in addition to Messrs. Diehl and 
Roberts are: 


William H. Colestock, Vice- 
President of the Western Savings 
Bank, Buffalo, N. Y.; George C. 
Johnson, President of The Dime 
Savings Bank, of Brooklyn; 
Thomas J. McCouliff, President of 
The Oneida Savings Bank, Oneida; 
Ralph J. Mills, Executive Vice- 
President of the Yonkers Savings 
Bank, Yonkers; Daniel T. Rowe, 
President of the Kings Highway 
Savings Bank, Brooklyn; Harold 
D. Rutan, Executive Vice-Presi- 
dent of the Bank for Savings, New 
York City, and William A. Scott, 
Treasurer of the Cohoes Savings 
Bank, Cohoes. 





G. C. Cowan Chairman of 
Ass’d Australasian Banks 


G. C, Cowan, Manager of the 
Bank of Australasia, has been 
elected Chairman for the ensuing 











year of the Associated Austral- 
asian Banks in London. 


Holding a “bust” can be avoided, 


wages, prices and profits. 


the choice we ¢ 
face is be- 
tween “boom 
and bust,” on 
the one hand, 
and sustained 
prosperity on 
the other. 
There are 
pessimists who 
say we no 
longer have 
the choice; 
that we are al- 
ready caught 
up in the 
boom and that 
the bust is, 
therefore, in- 
evitable. I disagree. It is true that 
the prosperity we are enjoying, 
in part, is based on the wants 
pent-up during the war years, and 
in part is sustained by abnormal 
purchasing power. It is true, also, 
that the present situation contains 
clements of instability and dan- 
ger that can lead us to a bust. 
But it is equally true that it need 





Keen Johnson 





*An address by Under Secretary 
Johnson before Council of State 


The Question of Purchasing Power 


By KEEN JOHNSON* 
Under Secretary of Labor 


Labor Department official asserts 


most important problem is maintaining proper relationship between 
Contends in recent past rising prices 
have outrun purchasing power and therefore prices must be reduced 
or incomes raised. Says we can look forward to both lower prices 
and higher wages because of increased productivity. 
influence of State laws and activities in maintaining purchasing 
power, and concludes no depression can come from giving wage 
earners too large share in national income. 


Points out 


I am not sure that the subject of this panel, “Boom or Bust,” 
accurately suggests the alternatives that confront us. I believe that 





not, if we have the wisdom and 
will to prevent it. 

In his economic report to Con- 
gress, the President pointed out 
the dangers in the economic situ- 
ation as he said: 

“Chief among the unfavorable 
factors is the marked decline in 
real purchasing power .. . result- 
ing from the large pr-ce increases 
in the second half of last year... 
If price and wage adjustments are 
not made—and made soon enough 
—there is danger that consumer 
buying will falter . . . production 
will drop, and unemployment will 
grow. . , 


, 


Importance of Purchasing Power 


This question of purchasing 
power is perhaps the most im- 
portant in the economy. It is also 
one of the most controversial, 
since it hinges on the relationship 
between wages, prices and profits. 
Yet it is precisely on this relation- 
ship that full employment de- 
pends: the balance between wages 
and salaries that will support 
mass buying power; profits that 
will provide incentive to enter- 





Governments, Chicago, Ill., Jan. 
18, 1947. 


prise and investment; and a price 
(Continued on page 655) 





and imports. 


ternational 
trade. It has 
enabled most 
of the repub- 
lics to break 
new ground 
in agriculture, 
in mining, in 
fisheries, and 
in manufac- 
turing activi- 
ties. The 
shortage of 
materials and 
equipment 
during the 
war has held 
back many 
projects, but I believe that most 
of the Latin American countries 
are on the threshold of what 
promises to be one of the most 
important periods of economic de- 
velopment in their history. 

The improvement of transporta- 
tion is rightly receiving consider- 
able emphasis, not only highways, 
but also railways, aviation, in- 
ternal waterways, and ocean ship- 
ping. Fuel and power resources 
are also being developed. The de- 
sire to build up heavy industries 
has directed greater attention to 





George Wythe 





*An address by Mr. Wythe be- 





fore the Overseas. Automotive 
Club, New York City, Jan. 9, 1947. 








Outlook for Inter-American Trade 


By GEORGE WYTHE* 
Chief, American Republics Division, Department of Commerce 


Commenting on the war’s effect of promoting industrialization and 
agricultural improvement and diversification in leading Latin- 
American countries, Commerce Department expert forecasts postwar 
expansion in Inter-American trade, with more diversified exports 
Points out U. S. exports to Latin America are now 
nearly four times prewar, and imports from Latin America thre 
times as great. U. S. imports from Latin America now constituts 
about 39% of total imports, compared with 23% in 1945, and 
with exchange reserves created by this trade, our exports to these 
countries are in favorable situation. 
The war has profoundly stimulated the productive capacity of, 


the other American republics, and has had far-reaching 
currents of in- © 


effects on the 





the available coal resources. New 
»yetroleum fields are being opened, 
and several countries have in- 
augurated large-scale develop- 
ments of hydro-electric power. 


Transportation Developments 


During recent years highway 
construction and motor transpor- 
tation have been decelerated 
somewhat, owing to shortages of 
construction equipment, cement, 
reinforcing bars, motor vehicles, 
tractors, and gasoline. The war 
time demand for metals and heavy 
raw materials shifted the empha- 
sis somewhat to railways. But 
notable progress on highways 
was made during the war years in 
a number of countries. Peru com- 
pleted its Central Highway over 
the Andes, and connecting Callao 
and Lima with the Ucayali River 
(a tributary of the Amazon) at 
Pucallpa. Peru has also completed 
its section of the Pan American 
Highway with a fine paved high- 
way. Colombia opened the Cali- 
Buenaventura highway, connec- 
ting the rich Cauca Valley with 
the Pacific. Colombia’s present 


program calls for the expenditure 
of $10,000,000 a year for 10 years 
on highways. 

As equipment and motor vehi- 
cles become more readily avail- 


(Continued on page 665) 
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Give Workers and Employers 
Equal Privileges! 


By C. M. 


WHITE* 


President, Republic Steel Corporation 


Steel executive upholds our economic system and contends it has 


a tradition of success and has benefited all alike. 


Says our 


economic progress and employment opportunities arise from genius 
for mechanization and organization and cites steel and coal indus- 


tries. Shows workers get lion’s 


share of industrial earnings, and 


denies wages in steel industry can be raised without increasing 


prices. 


Attacks special and illegal privlieges given to labor unions, 


which he claims have become absolute monopolies, and calls for 
open shop and prohibition of nationwide industrial strikes. 


It has always seemed rather odd to me that the system and 


methods which have brought so 
this country 
should, at the 
same time be 
subjected to 
so much crit- 
icism. 
Whether 
you call it the 
oppor tunity 
system, the 
competitive 
system, or the 
capitalistic 





no difference. 

The. system 

has nrodvced 
Cc. M. White 
; have mare ., 
United States the envied nation of 
the world. 

I am not implying that it is a 
perfect system—nothing human is 
perfect. 

We have seen change and evo- 
lution year by year which have 
been advantageous to the nation 
as a whole. We will see more 


*An address by Mr. White be- 
fore the Cleveland and Ministerial 
Association, Cleveland, O., Jan. 
13, 1947. 


system, makes | 


results which' 


much well being to the people of 
|changes and evolution as_ the 
| years go on which will make of 
cur system a better one for all of 
the people. 

As I have said, you may desig- 

nate our system whatever you 
wish, but I like to think of it asa 
system of individual opportunity 
| —a system under which the indi- 
| vidual has the oportunity, in ac- 
| cordance with his talents and ca- 
| pabilities, of rising to any heights. 
We see examples daily of men 
who started at the bottom and, be- 
cause ability, -skill, willingness to 
work and integrity counted, they 
rose to positions of prominence 
‘and importance. 

Let me quote from an adver- 
tisement which Republic Steel 
Corporation ran recently and in 
which I believe profoundly. Here 
is the ad: 


THE MAN THE WHOLE 
WORLD ENVIES 


He lives better, eats better . 
yes and sleeps better ... than 
| most of the blue-blooded aristo- 
; erats of other lands. He owns 
| @ comfortable home, with inside 
i (Continued on page 670) 








The New 


By J. R. 


American Market 


DAVIS* 


Vice-President and Sales Director, Ferd Motor Company 


Asserting new American market 


is a different and increasingly a 


higher quality market, Ford Company executive stresses need for 
better quality products at lower prices. Says quality market is 
influenced by higher individual and family incomes and that, be- 
cause of this larger purchasing power, outlet for new motor cars 


will be at least 12 million a year. 


Says opportunities exist to in- 


crease workers’ and salesmen’s productivity by better training and 
education and urges lower distribution costs as aid in keeping down 
prices. Urges a new spirit in advertising. 


Before the war two out of three people purchased a used o4r 
rather than a new one. For example, out of 27,000,000 motor vehicles 


on the Ameri- 
can highways, 
18,000,000 of 
them were 
purchased by 
their owners 
as used cars. 
Recent exten- 
Sive surveys 
now convince 
us that this 
ratio of used 
to new car 
purchkeEers 
will be sub- 
stantially 
changed. In- 
stead of only 
one out oft 
every three buying new cars the 
ratio for several years at least 
may be more nearly one for one. 
This is just further evidence that 
when people have the means they 
prefer better merchandise. 


One more evidence of choosey 
buying habits on the part of the 
American people is the fact that 
more and more products which 
have no established reputations 
behind them—no well-known and 
extensively advertised names——no 
proof of quality which resides in 


J. R. Davis 


*Address by Mr. Davis before 
New England Sales Management 


+ 


the prestige of the maker—are 
| today finding it hard going. Dur- 
ing the war and later, when the 
consumer’s problem was not to 
choose among many things, but to 
find something in the market, new 
and unknown products sold read- 
ily. But today consumers are turn- 
ing so positively toward the es- 
tablished and widely advertised 
products that much of the un- 
known manufacturer’s output is 
being forced into the export trade. 
In the radio field, for example, 
the predominant domestic demand 
is for the well-known sets, and 
radios without nationally adver- 
| tised names have more and more 
| been going abroad. 

It is a perfectly normal and 
| proper question to ask whether 
| this tendency is temporary. How 
long will it last? We all remem- 
ber the silk shirt era, of World 
War I. We know also that the 
manufacturer and the retailer in 
| many fields, trying with difficulty 
to live under a wartime system 
of price controls, has frequently 
been driven out of the low-priced 
fields and foreed by hard eco- 
nomic circumstances to manufac- 
ture and sell high-priced special- 
ties to keep his business in the 
black. But when we get all 











Conference, Boston, Mass., Jan. 10, through making every necessary 


1947. 


(Continued on page 662) 





Harold D. Smith Dead 


Former Director of the Budget, 
Harold D. Smith, who resigned 
that post last June to become 
Vice-President of the World Bank 
died suddenly on Jan. 23 as the 
result of a heart attack, according 
to Associated Press advices from 
Culpeper, Va., where he made his 
home. Mr. Smith had tendered his 
resignation from the Bank last 
December, when Eugene Meyer 
resigned as President, but con- 
sented to remain until Mr. Meyer’s 
successor had been selected, and 
had since been serving as acting 
head of the Bank. 


Born in Kansas,’ Mr. Smith 
studied at the Universities of 
Kansas and Michigan said United 
Press accounts from Washington, 
Jan. 23, which added: 


“He received honorary degrees 
from American University and 
Grinnell College. After serving on 
several municipal and State re- 
search organizations, he was ap- 
pointed Budget Director for the 
State of Michigan in 1937. He held 
that post until 1939, when he was 
named Federal Budget Director.” 


Mr. Smith’s death left the Worid 
Bank directorate — 12 members 
from as many nations — without 
a presiding officer. It was assumed 
that Emilio G. Collado, United 
States member of the board, 
representing the country with the 
greatest voting power, would fiil 
the role temporarily, but this was 
for the directors to decide. 

Lift Restrictions on 
Foreign Securities 

Secretary of the Treasury Sny- 
der announced on Jan. 16 the re- 
moval of Treasury Department 
restrictions on the acquisition and 
importation of securities physi- 
cally located outside the United 
States which are issued by foreign 
gcevernments or foreign corpora- 
tions and not payable in United 
States dollars. The announcement 
said: 

“As a result of today’s action, 
the Treasury Department regula- 
tions with respect to the acquisi- 
tion of securities not within the 
United States and with regard to 
the importation of securities 
henceforth will apply, in general, 
only to the acquisition and impor- 
tation of transferable securities 
issued prior to Dec. 7, 1941 (i) by 
persons in the United States and 
(ii) by any person if payable in 
United States dollars. 

“These changes were in the 
form of an amendment to General 
License No. 87. At the same time 
General License. No. 84, which 
authorized the importation of cer- 
tain types of securities and cur- 
rency, was revoked, since its pro- 
visions have all been incorporated 
in the new amendment of General 
License No, 87.” 


Expenses of U. S. 
Military in Italy 

Secretary Snyder delivered on 
Jan. 8 to Alcide de Gasperi, Prime 
Minister of the Italian Republic, a 
check in the amount of $50 mil- 
lion. The Treasury advices, indi- 
cating this, said: 

“This sum represents a second 
payment of the dollars already set 
aside in the Treasury to cover ex- 
penditures made by our military 
forces in lira currency for pro- 
curement of supplies, services and 
facilities in Italy. The first pay- 
ment of $51,450,000 was effected 
on Dec. 20, 1946. 


“These payments have been 
made pursuant to a direction from 
the President which was commu- 
nicated to the Italian Government 
in Paris on Oct. 11, 1946, by Sec- 
retary Byrnes.” 

Items bearing on de Gasperi’s 
mission to the United States ap- 
peared in our issues of Jan. 9, 
page 129; and Jan. 16, page 272. 





—- 


Limitations of 
Government Spending 


By HON. CHAPMAN REVERCOMB* 
U. S. Senator from West Virginia 


Though government is greatest business enterprise in nation, Sen. 
Revercomb maintains it should not expand or extend its activities 
without constant regard of what it can wisely afford. Warns of de- 
structive force of excessive taxation and danger of huge national 
debt. Urges end of spending mania and a lowering of current gov- 
ernment costs and taxes, as well as progressive retirement of na- 
tional debt. Says taxation should not be a means of social reform. 


It is academic, but quite basic, to say that the government of 
this country is today the greatest business enterprise in the nation. 


Itsproper 
main objec- 
tives are the 
protection of 
the people — 
first, from as- 
sault against 
our existence 
asanation; 
and secondly, 
in the protec- 
tion of the 
liberties that 
we have come 
to know as 
the rights of 
American cit- 
izens, and aid 
inthe social 
4s, Mga 0 of all our people. 

n 
towards these ends, a great struc- 


Sen. C. Revercomb 


ture upon which activities must | 


be performed is required to be 
maintained. The maintenance of 
this structure, as in that of any 
business, requires funds. 


ment through taxation. Wise man- 
agement requires that a limit be 


*An address by Senator Rever- | 


comb before the New Jersey Tax- 
payers Association, Inc., Newark, 
N. J., Jan. 10, 1947. 


Wartime 
Develo 


<<. 


the performance of duties! 


Those | 
funds are obtained for the govern- | 





placed upon activities that go be- 
yond the needs of necessary gov- 
/ernment and a limit be placed 
|against any expenditures that ex- 
ceed those actually needed for 
/sound administration. 
| Of course, a government can 
expand and extend its activities 
|} and may in doing so bring about 
certain benefits; but it cannot 
soundly extend its activities with- 
'out constant regard to the lim- 
|itation that it engage only in that 
/work which ft can wisely afford. 
Any other course is bound to 
eventually bring a bankrupt na- 
| tion, an impoverished people who 
‘cannot make headway in progress, 
'chaos instead of order, loss of 
strength as a political state and 
|resulting loss of independence. 
That is severe language—but 
I challenge anyone to draw any 
‘other example from history. 


Influence of Taxation 


| The subject of taxation has 
| played a major part in the rise 
| and fall of nations. And that fact 
| we may well observe. 

It was definitely one of the 
factors involved in the American 
| Revolution, which resulted in the 
(Continued on page 657) 


Banking 
pments 


> 


Treasury Department analyzes changes in bank assets and liabili- 
ties from Dec. 31, 1939, to Jane 30, 1946, and notes reversion in 
trend from rapidly increasing to lower assets due to decrease in 


U. S. bond holdings. Reports a 


more rapid increase in assets of 


commercial banks than in savings banks during war period, and 
points out heavy increase in deposits has lowered the ratio of bank 


capital from 1 to 8.27 on Dec. 31, 


The December issue of the ‘ 


1939, to 14.35 on June 30, 1946. 
‘Treasury Bulletin” of the United 


States Treasury Department contains an analysis and review of 


changes in the assets and liabil- 
ities of all active banks in the 
United States from Dec. 31, 1939, 
through June 30, 1946. The term 
“all active banks” comprises the 
national and state commercial 
banks, the mutual savings banks, 
and the private banks, but does 
not include Federal] Reserve 
Banks. The data is compiled from 
the reports*of the Comptroller of 
the Currency and all figures are 
shown at book value while the 
figures of bank ownership of the 


national debt are shown at par 


value. 


The text of the Treasury De- 


partment report follows: 

The current report on bank as- 
sets and liabilities as of June 30, 
1946, shows the first conclusive ef- 
fects of the termination of the 
war on the banking structure. The 


most important development dur- | 


ing the first six months of 1946 
was the introduction of the debt 
pay-off program of the Treasury 
Department in contrast with the 
borrowing program which had 
been carried on previously. This 


program of cash pay-offs has had | 
a direct bearing on United States | 
Government deposits in commer-| 


cial banks as well as on bank 
holdings of Federal securities. In 
addition, the change in the Gov- 
ernment’s. financing program was 


' reflected in some of the other as-_ 
set and liability items. The most 


significant developments in the 
last six months and during the 
war years may be summarized in 
the tollowing statements: 

i. Total assets of all active banks 
showed their first decline since 
the beginning of the war during 
January through June 1946. 
They dropped $5.6 billion from 
the December 1945 all-time 
peak to a new total of $172.7 
billion as of June 30, 1946. 

The decline in total assets was 
reflected almost entirely in de- 
creases in bank holdings of 
United States Government 
securities On the liability 
side of the balance _ sheet, 
the decline occurred in 
United States Government 
deposits. The Treasury’s debt 
reduction program involved the 
use of Federal Government de- 
posits in commercial banks in 
order to make the cash pay- 
offs on maturing securities. 


. The Federal Government’s debt 
pay-off program was also re- 
flected in changes in loans and 
discounts. During the first six 
months of 1946 loans to carry 
securities, which had been in- 
creasing during the war in con- 
nection with the various war 
loans, began to decline. Con- 
sumer, real estate, and business 


(Continued on page 666) 
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General Marshall Sworn In as Secretary | 
Of State Succeeding Secretary Byrnes 


Prior to taking the office of Secretary of State on Jan. 21, Gen. 
George C. Marshall declared that he considers his new post non- 
political, and according to Associated Press advices from Washington 
as given in the New York “Sun,” volunteered the following: 

1, “I cannot be considered a candidate for political office. 

2. “I never could be drafted. 

3. “I am being explicit and em- ® 
phatic in order to terminate once _Truman on Jan. 8 and confirmed 
and for all any discussion of my; by that body on the same day. 
name with regard to political} With respect to the unanimous 
matters.” approval by the Senate the Wash- 

Gen. Marshall as Secretary of | ington correspondent of the New 
State, succeeds James F. Byrnes,| York “Herald Tribune’ Carl 
resigned, the resignation of Mr.| Levin, had the following to say 
Byrnes and the appointment of|in part on Jan. 8 regarding the 
Gen. Marshall having been noted | Senate action: 
in our issue of Jan. 9, page 183. Its speedy action—to show the 
The oath of office was administered | world that there will be no inter- 
to the new Secretary by Chief | ruption in the nation’s bi-partisan 
Justice Fred M. Vinson of the Su-| foreign policy—was promoted by 
preme Court and his assumption! Senator Arthur H. Vandenberg, 
of the office, it was noted by the! Republican, of Michigan, who 
Associated Press, places him in| worked closely with Mr. Byrnes 
line for the Presidency in the|in the trying work of writing the 
event a vacancy should occur be-| satellite peace treaties and who is 
fore the end of Mr. Truman’s|the chairman of the Senate For- 
term. From the same press ac-| eign Relations Committee in the 
counts from Washington we quote | new Congress. 





To Protect Minorities 


President Truman met for the 


first time on Jan. 15 with his new | 
Ms 


° | authorized capital stock from 900,000 to 1,000,000 shares, representing 


civil rights committee to the 1 
members of which he made an in 
formal address deploring racial 


and religious bigotry, and request- | 
ing them to “start at the grass| 


roots” and “get tangible results” 
in recommending means to 
strengthen the legislative position 
of minorities in this country. 
Charles E. Wilson, President of 
the General Electric Company, 
who is Chairman of the special 
committee, assured the President 
of the group’s cooperation. “We 
all realize the complexities of the 
job that you are giving us,” he 
said, according to advices from 
Washington to the New York 
“Herald Tribune,” “but we will 
do our best to work something out 
and hope it will be helpful.” As 
reported in the “Herald Tribune” 
President Truman said in part: 


“T have been very much alarmed 
at certain happenings around the 


‘Truman Wants Laws ‘Cleveland Chairman and Kieitz President of 





| Guaranty Trust Co.—Capital Increase Proposed 


The stockholders of Guaranty. Trust Company of New York at 
the annual meeting on Jan. 15 voted an increase in the company’s 
| an increase from $90,000,000-to $100,C00,000. A stock dividend on the 
basis of one share for each nine shares held will be paid about Feb. 15 
| to stockholders of record Jan. 24. The announcement from the Guar- 
|}anty states that the company’s® 
general contingency reserve of 
$32,754,549 will be added to capi- 
| tal funds, which will then amount 
| to more than $354,000,000, consist- 
| ing of capital $100,000,000, surplus 
_$200,000,000, and undivided profits 
of approximately $54,000,000. At | 
| the annual meeting of the board 
|of directors of Guaranty Trust 
Company held Jan. 15 following 
| the stockholders’ annual meeting, 
| J. Luther Cleveland, formerly 
President, was elected Chairman 
of the Board, and William L. 
Kleitz, formerly Vice-President, 
_was elected President. Mr. Cleve- 
land succeeds Eugene W. Stetson, 
who retires after 30 years of serv- 
ice but continues as a director and 
member of the Executive Com- 





Conway-Stetson regime,” except 
that Mr. Conway remains. He 
hailed the “Cleveland and Kleitz 
regime” as a worthy successor 
that would combine money-mak- 
ing ability with conservatism. 

In part the “Sun” also stated: 
“He [Mr. Stetson] said that dur- 
ing the last ten years the Guar- 
anty had paid $108,000,000 in divi- 
dends, added $52,270,000 to undi- 
vided profits and had built up a 
$32,000,000 contingency reserve. 
“Officers in that period had re- 
ceived through the profit-sharing 
plan only $287,870 in 1944, the 
first payment since 1930, when 
$486,000 was paid them under it. 
The new plan permits the distri- 
bution of up to $1,000,000 under 








in part as follows: 

Notables gathered in Mr. Tru- 
man’s office to witness the cere- 
mony and to them Gen. Marshall 
said: “I appreciate sincerely the 
honor and the compliment of your 
confidence. I'll do my best.” 

The wartime chief of America’s 
victorious armies was assured by 
Mr. Truman that he felt the du- 
ties of Secretary of State were in 
“safe hands.” 


The President told Gen. Mar- 
shall that although he regretted 
very sincerely the decision of 
James F. Byrnes to resign as Sec- 
retary, he appreciated “very much 
your willingness to accept that 
burden.” 

Since his appointment as Secre- 
tary of State,Gen Marshall’s name 
has been mentioned in specula- 
tion about presidential candi- 
dates in 1948. Some have specu- 
lated that he might run on a tic- 
ket with President Truman or ob- 
tain the Democratic nomination 
if Mr. Truman were not a candi- 
date. 


In talking with reporters Mar- 
shall made plain that in ruling 
himself out of political considera- 
tion he included the presidency 
as well as any other political 
office. 

The swearing-in ceremony was 
brief. Members of the Cabinet, 
top-ranking congressional foreign 
policy leaders and news men rep- 
resenting publication and radio 
organizations all over the globe 
crowded into the office. 

Gen. Marshall wearing civilian 
elothes, arrived scarcely five 
minutes before 11 o'clock, the 
hour set. A throng in the White 
House lobby stepped aside to let 
him enter the office where the 
President, Mr. Byrnes and the 
other officials awaited him. 

He stood opposite Vinson to 
take the oath. His double breasted 
blue suit was unbuttoned as he 
raised his right hand to solemnly 
swear again to support and defend 
the Constitution of the United 
States. 

“I do,” he said firmly as Judge 
Vinson completed the oath. 


He shook hands with Judge 
Vinson. Then President Truman 
expressed his pleasure in having 
Marshall as top-ranking member 
of the Cabinet. 


Gen. Marshall’s arrival here 
ended a long journey’ which 
started in Nanking, where a few 
weeks ago he concluded a thir- 
teen-months’ assignment as Pres- 
ident Truman’s special envoy to 
China. In that post he had futilely 
sought peace between the Chi- 
nese Nationalists and Communist 
factions. 


He was accompanied here in 
a private car by Mrs. Marshall 
and an aid, Col. J. H. Caughey. 

The nomination of Gen. Mar- 





just a few moments after the Sen- 


country that go to show there is 
a latent spirit in some of us that 
isn’t what it ought to be. It has 


mittee. W. Palen Conway con- 
tinues as Chairman of the Execu- 
tive Committee. The stockholders’ 


The nomination was received 


ate convened at noon. By 12:50 been difficult in some places to| meeting was presided over by Mr. 
Senators Vandenberg and .Tom enforce even local laws. I want Stetson as Chairman of the 
Connally, Democrat, of Texas, the Attorney General to know just | Board. 


exactly how far he can go legally 
from the Federal Government’s 
standpoint. I am a believer in the 
sovereignty of the individual and 
of the local governments. I don’t 


both of whom were advisers to 
Secretary Byrnes at recent inter- 
national conferences, had paid 
glowing tribute to the retiring and 
incoming secretaries. 


To demonstrate that unanimity, 
Mr. Vandenberg, who § stepped | 


Mr. Cleveland, the newly elect- 
ed Chairman of the Board, has 
been associated with the Guaran- 
ty since 1923. He was appointed 
a Vice-President in 1928 and be- 
|think the Federal Government} came associated with the general 
ought to be ina vamos _- management of the bank as Vice- 

, : . : cise dictatorial powers locally; but | President in 1940, and in the same 
= Poaicrdteer ng BB 2 rn _ there are certain rights under the | year was elected a director. He 
tion as Foreign Relations Chair- | CO™Stitution of the United States| has served as President for the 
man, asked and obtained unani- | WHich I think the Federal Gov-| last three years. He is a director 
mous consent for the committee to | ernment has a right to protect. | of the Atchison, Topeka & Santa 
consider the nomination at once. | The Committee will hold an- | Fe Railway Co. 











Twelve minutes later, at 1:02 p.m., | other meeting in February. 
the committee reported its ap- - 
proval. At 1:03 the Senate con- | Truman 
firmed by unanimous consent, | 
without even a voice vote. 


Would Extend 
Sea Authority 


Stating that the national econ- 
cmy and interest would be seri- 
ously prejudiced unless some 
shipping operations continue and 
unless the Maritime Commission 
is given additional time to dispose 
of merchant ships left under its 
jurisdiction, President Truman on 
Jan. 21 requested Congress to ex- 
tend the deadline for ending of 
the Commission’s wartime ship- 
ping operations from March 1 un- 
til June 30. The extension would 
require no appropriation because 
government shipping operations 
have made money consistently, 
the President stated, according to 
Associated Press Washington ad- 
vices. These advices also said: 

“The Maritime Commission, tak- 
ing over activities of the War 
Shipping Administration, has 
trimmed the government fleet 
from a wartime high of 5,200 ves- 
sels to about 1,000, the President 
reported. Half of these will go tear - 
idee the reserve fleet, and at least to preliminary figures 23,927,706 | 
100 more will be removed from | cotton spinning spindles were in 
the active fleet and sold by | place in the United States on Dec. 
March 1.” | 31, 1946, of which 21,688,028 were | 

But the remainder will still | consuming cotton the last working 
have to remain under the Com-| “ay of the month, compared with 
mission’s wartime operating pro- | 21,524,396 in November, 1946, and 


gram. | 20,649,411 in December, 1945. The | 





Guaranty in 1919, became an offi- 

Congratulates cer of the company the following 
French President year, and was appointed a Vice- 
Vincent Auriol, newly elected | President in 1928. A year ago he 
President of the French Republic, | was promoted to become associ- 
received a congratulatory message | ated with the general manage- 
from President Truman, according | ment of the bank, and on Nov. 6, 
to a White House announcement 1946, he was elected to the board 
on Jan. 22 reported from Wash- of directors. Mr. Kleitz is a direc- 
ington to the New York “Times”. | tor of Wilson & Co., Inc., and In- 
Dated several days earlier, the  spiration Consolidated Copper Co. 
note had expressed the hope that Mr. Conway, who has _ been 
M. Auriol’s term of office would | Chairman of the Executive Com- 


and strengthen the 
bonds of friendship in democracy 
which unite them with the people 
of my country.” 

Replying to Mr. Truman’s mes- 
sage through the French Embassy 
in the United States, M. Auriol 
wrote: “Be assured that I will 
spare no effort to strengthen the 
bonds already so close and so 
abiding that unite our two coun- 
tries in a common faith for the 
future of democracy.” 
EE 


Cotton Spinning for Dec. 


The Bureau of the Census an- 


since 1924. He became 
President in 1916, President 
1934, Chairman of the Board 
1941, and Vice-Chairman 
Executive Committee in 1944. 
is a director of the 
insurance Company of America. 

The board of directors 
made the following official ap- 
pointments: Vice-President 


in 


He 


dents, Harry J. Carpenter, Heroy 
M. Dyckman, Francis 
Robert W. Morey, Samuel 
Second Vice-Presidents. 


M. ives, W. Howard Miller, H. 
Livingston Schwartz, Jr., Harry 
M. Wilson. 





aggregate number of active cotton | 


: |spindle hours reported for the | ard M. Wilcox; Manager, publicity 
On Capital Stock ‘month was 8,670,795,153, an aver- | department, Samuel Culviner, Jr.; 
Guaranty Trust Company of| age of 362 per spindle in place, | ep i hag sa «or office, 

New York on Jan. 24 advi at | = Raoul Gaubert, Pierre Leblanc. 
advised that | compared with 9,499,110,593, an At the stockhelders’ meeting the 


banks or brokers _ holdi its | , : 
Capital Stock of record San 34, | average of 397 per spindle in place | following directors, whose terms 
. ‘ had expired, were re-elected for a 


1947, for account of customers, | for November, 1946, and 7,740,- | 
should notify the Company prior | 275,839, an average of 325 per Po ae Fg gh rey etl ted 
b. f i G : - 3 a E eveland, W. Palen : 
to Feb. 7 of the particular denom | spindle in place for December, W. Davis, Gano Dunn, Charles S. 

Munson, George E. Roosevelt, Eu- 


inations in which they wish to re-| 1945 Based on an activity of 80 
gene W. Stetson, Charles E. Wil- 


ceive the certificates in connec- | teitinns » aieale: <cliltinn, eomautniind 
ti ith th - | hours per w .< 
livider Se eae eae son and Robert W. Woodruff. 
In addressing the stockholders, 


dividend on Feb. 15, 1947, ‘spindles in the United States were 
Mr. Stetson, according to the New 


to | Spi 
stockholders of record Jan. 24,|operated during December at 
York “Sun” of Jan. 15 revealed 
the choice of the board and de- 


ES ___ 
Notice by Guaranty Trust 





shall as Secretary of State was 
sent to the Senate by President! 


Stock of Guaranty Trust Company ‘the same activity basis was 119.6 
of New York may be split up into for November, 1946, and 101.7 for 


scrip certificates. | December, 1945. 





1947. After the distribution of this | 197 94 : The ve t 
dividend, no full shares of Capital | 07.8% capacity. The percent on 

scribed his own retirement as 
| marking the end of the “Potter- 








| 


certain conditions. 
said it was never contemplated 
that any distribution ever would 
be made out of capital, 


Mr. Stetson 


which 
seemed to be the principal point 


raised in opposition. 


“In a discussion of the re-elee- 
tion of directors whose terms had 
expired Mr. Stetson revealed that 
Mr. Cleveland held 400 shares of 
the company’s stock, that he Mr. 
Stetson, 18, plus about 4,500 owned 
by his family, and that other di- 
rectors held shares in various 
amounts.” 

he *k 

The report of the operating 
earnings of the Guaranty issued to 
the stockholders on Jan. 19, were 


Mr. Kleitz, who succeeds Mr.| referred to in our Jan. 16 issue, 
Cleveland as President, joined the | page 330. 


cn 
Hoover to Survey German- 


Austrian Food Needs 


Former President Herbert 
Hoover on Jan. 22 agreed to un- 
dertake a survey of food problems 
in United States and British zones 
of occupied Germany and Austria 
in accordance with a request by 
President Truman, and indicated 
that he would make an early 





“bring the fruits of peace and, mittee for the last year and con- | inspection, 
prosperity to the French people | tinues in that capacity, has been) Washington advices stated. Mr. 
traditional | associated with the bank for 35} Hoover will confer with British 
years and has served as a director authorities during the early part 
Vice-| of his trip. The mission will be 
'n | directed to food and its collateral 
| problems, 
of the! told 


} 


P. Ford,|asked Dr. 


| 
| 


flight to Europe on his tour of 
Associated Press 


the former President 
newsmen. A_ two-or-three- 
year program will be developed, 


Prudential | Mr. Hoover indicated, since there 


is little likelihood of the Germans 


also| being able to supply their own 


home needs for 


that length of 


ce- and} time; the plan will envision re- 
Comptroller, William Widmayer, | lief for the American taxpayer of 
formerly Comptroller; Vice-Presi- | some of the German burden. 


Mr. Hoover said that he had 


Dennis Fitzgerald, 


D.| Secretary-General of the Inter- 
nounced on Jan. 21, that, according | Post, Parker Wilson, all formerly | national Emergency Food Organ- 


ization, to accompany him on the 


Second Vice-Presidents, Gerard | European tour. 


According to what Mr. Hoover 
told reporters the American pub- 
lic is paying upwards of $300,000,- 


Assistant Treasurers, Charles F.| 000 yearly to feed the German 
Bound, John R. Dougherty, John | people, and the problem now is to 
S. Knott, J. Arthur McKaig, Cor-| lay out a plan under which the 
| win S. Scott, Stevenson E. Ward,| Germans can eventually provide 
Jr.; Assistant Trust Officer, Rich- | for themselves. 


A 
Diercks Becomes Vice-Pres. 


Of Chicago Reserve Bank 
Promotion of Wilford R. Diercks 
from Assistant Vice-President to 
Vice-President of the Federal 
Reserve Bank of Chicago was an- 
nounced on Jan. 20 by the Board 
of Directors of the bank. Mr. 
Diercks has been in charge of the 
Bank Examination Department for 
a number of years and will con- 
tinue in that capacity. He has 
been associated with the Fedcral 
Reserve Bank of Chicago since 





1923 as an examiner, chief o€ 
Bank Examinations, and Assistant 
Vice-President. 
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Frederick S. Mosely, Jr., part-| 
ner of the New York Stock Ex- 
change firm of Robert Winthrop | 
& Co., was elected a director of 
Fulton Trust Co. of New York at 


its annual meeting of stockhold- | 


ers. Mr. Mosely, graduate of Har- 
vard University in 1926, is a 
member of the New York Stock 
Exchange; Treasurer and director 
of Brady Security & Realty Corp.; 
and Secretary and director cf 
Harway Improvement Co. All 
other directors of Fulton Trust 
Co. were re-elected at the meet- 
ing. 

E. Chester Gersten, President 
of the Public National Bank & 
Trust Co. of New York reported 
at the annual shareholders’ meet- 
ing on Jan, 21 that 1946 was the 
record year of the bark’s 39 years 
of existence, the facilities of the 
bank having been used to a 
greater extent than ever before. 
Deposits, exclusive of U. S. Gov- 
ernment deposits, were up 382,- 
000,000, or 18% over previous 
year. Earnings after reserves and 
exclusive of security profits or 
recoveries were $2,667,000 or $4.85 
per share on the 550,000 shares 
outstanding. The number of per- 
sonnel and shareholders were the 
largest in the bank’s history. 


Completing 40 years of service, 
William F. Ferguson, Vice-Presi- 
dent of The Bank for Savings of 
New York (4th Ave. at 22 St.) 
was the guest of honor at a lun- 
cheon given on Jan. 27 by De- 
Coursey Fales, President of The 
Bank. Now a Vice-President, Mr. 
Ferguson was Treasurer of the 
bank for many years. To com- 
memorate his long service, Mr. 

es presented him with a silver 
bow! suitably engraved. 


It was announced on Jan. 21 
that Matthew C. Jones, Jr., for- 
merly Secretary, has been elected 
a Vice-President of the Lawyers 
Trust Co., in charge of the Brook- 
lyn office. 

On Jan. 24 announcement was 
made that George J. Mayer, for- 
merly Assistant Secretary, has 
been appointed Secretary of Law- 
yers Trust Co. Robert N. Carson, 
formerly Assistant Trust Officer, 
has been made a Trust Officer. 


Lafayette National Bank of 
Brooklyn in New York announced 
on Jan. 24 the election of Jere- 
miah J. Dalton, Jr., as a Director. 
Mr, Dalton was graduated from 
Georgetown University and _ is 
mow Vice-President of Ryan 
Ready Mixed Concrete Corpora- 
tion. He is a life-long resident of 
Brooklyn, a director of the board 
of directors of the Red Hook Com- 
munity Center and various other 
organizations. 


In reporting on Jan. 15 to stock- | 


holders at the annual meeting of 
The County Trust Co. of White 
Plains, Andrew Wilson, Jr., Presi- 
dent, stated that net current op- 
erating earnings for the year 
1945, after providing for taxes, 
amounted to $339,059, or more 
than $3.64 per share. Additional 
profits amounting to $99,831, after 
providing for payment of taxes, 
were realized from the sale of 
securities and other holdings and 
from recoveries, making total 
earnings of $438,890. Of this 
amount, $36.024 was paid in in- 
terest on $1,200.800 privately held 
debentures; $139,654 was paid in 
dividends at the rate of $1.50 per 
share and $112,828 added to un- 
divided profits. The balance was 
transferred to various reserves. 
Devosits on Dec. 31 amounted to 
$70,060,510, compared with $54,- 


$74,704,906, compared with $57,- 
771,830 in January, last year. 

In making this comparison, it 
is pointed out that deposits of 
more than $13,000,000 were iac- 
quired through the mergers of 
the Ossining Trust Co. and the 
Fleetwood Bank in January, 1946, 
while on the other hand, the War 
Loan deposits of the Federal Gov- 
crnment have been reduced from 
a peak of more than $12,000,600 
'in February to about $1,200,000 
at the end of the year. 

The following were re-elected 
directors: John Lynn; Frederick 
1C, McLaughlin and Edward M. 
West, together with Thomas W. 
| Bowers, a new director.. Mr. Bow- 
ers is a member of the New York 
|Bar; he was formerly one of the 
'ranking Vice-Presidents and Loan 
| Officers of the National Bank of 
|Commerce, and subsequently, of 
'the Bank of the Manhattan Com- 
|pany, which he left in August, 
|'1942 to resume the general prac- 
tice of the law with offices at 
|25 Broadway. Mr. Bowers is a 
director of the American Export 
Lines, the Ayershire Collieries, 
the Buda Co., the Universal Oil 
Products Co. and other corpora- 
tions. 
| At the directors meeting, Hor- 
-ace Hogle, Jr., was appointed As- 
sistant Vice-President and John 
Van Tassell and Frank Newman 
were appointed Assistant Secre- 
taries. 


At a meeting of the board of 
directors of the State Street ‘Trust 
Co. of Boston, held on Jan. 20, 
the following promotions were 


E. Dow, Jr. and Francis G. Shep- 
ard from Assistant Treasurers to 
Assistant Vice-Presidents, Frank- 
lin C. Hills, Ralph E. Sellars and 
Herbert L. Hanscom were elected 
Assistant Trust Officers. Mr. Hills 
has been with the trust company 
since 1920. Both Messrs. Sellars 
and Hanscom came to the trust 
company at the time of the mer- 
ger with the National Union Bank 
in 1925. All three of these new 
officers have had long experience 
in the Agency Division of the 
Trust Department. 


Thomas N. McCarter, oldest 
member of the board of directors 
of Fidelity Union Trust Co. of 
Newark, N. J. in point of service, 
has retired as Board Chairman it 
was stated in the Newark “News” 
of Jan. 19. Mr. McCarter is in his 
80th year, according to the “News” 
which said that his retirement 
as Chairman was announced on 
Jan. 18 by Horace K. Corbin, 
President of the bank. Mr. Mc- 
Carter, associated with affairs of 
the bank since 1900, tendered 
his resignation to the board on 
| Jan. 16, the “News” reported, and 
'it added: 

“Mr. Corbin said Mr. McCarter, 
organizer and first President of 
Public Service Corp., would con- 
tinue to serve as director. Mr. 
McCarter retired as President of 
Public Service in 1939 and with- 
drew as chairman of the P. S. 
board in 1945 on his 78th birthday. 

“In the last five years he has 
relinquished most of his connec- 
tions in New Jersey financial af- 
fairs—positions that made him a 
foremost influence in public life 
banking and utilities almost half 
a century. 

“He was a Second Vice-Presi- 
dent and General Counsel of Fi- 
delity Trust Co. in 1902, and in 
1920 when Fidelity merged with 
Union National Bank, he became 
a director. McCarter was elected 
Chairman of the Board in 1933, 
succeeding William Scheerer.” 








481.288 at the beginning of the 
year. Total assets on Dec. 31 were 


- 


Land Title Bank & Trust Co. 
of Philadelphia announces that 


made: Clement W. Deasy, Walter: 





||} Raymond L. Hayman and H. Stu- 


art Valentine, Jr. have been 
named Assistant Vice-Presidents; 
Edward W. Stille, Trust Real Es- 
tate Officer, and Adam Schultheis, 
Assistant Comptroller. Mr. Hay- 
man was _ formerly Corporate 
Trust Officer; Mr. Valentine, In- 
vestment Officer; and Mr. Stille, 
Assistant Real Estate Officer. 


At the annual meeting of stock- 
holders of The Pennsylvania Co. 
for the Insurances on Lives and 
Granting Annuities, of Philadel- 
phia, held on Jan. 20, William 
Fulton Kurtz, President, reported 
gross operating income of $9,812,- 
908 for the fiscal year ending last 
Nov. 30. This is an increase of 
$534,203, or 5.75% over the gross 
income of $9,278,705 reported the 
previous year. Gross expenses, 
including taxes, were $7,107,409, 
as compared with $6,024,576 for 
the previous 12 months’ period, 
an increase of $1,082,833 or 18%. 
This rise in expenses is accounted 
for principally by a marked in- 
crease in salaries and wages, 
taxes, and payments into the em- 
ployees’ pension fund. The net 
operating income of the _ bank, 
after taxes, was $2,705,499, a de- 
crease of $548,630, or 16.86%. 
From this net operating income, 
$1,600,000 was paid as dividends 
at $1.60 per share. The resulting 
balance of $1,105,499 was trans- 
ferred to undivided profits, mak- 
ing that account $6,159,628. The 
loan portfolio increased sharply 
during the year. Total loans ag- 
gregated $122,611,308, as compared 
to $84,965,125 at the close of the 
previous fiscal year, an increase 
of $37,546,183, or 44.31%. This it 
is claimed is the largest loan total 
of any bank in Philadelphia. 

Due to the Treasury policy of 
paying off a large part of its 
maturing obligations by the use 
of its balances with the commer- 
cial banks, the Treasury balances 
declined sharply during the year. 
With the withdrawal of the larger 
part of the War Loan Deposit 
and the steady expansion in the 
loan portfolio, holdings of govern- 
ment seeurities declined propor- 
tionately. The net profits realized 
from the sale of securities, to- 
gether with miscellaneous recov- 
eries, aggregated $1,596,381, which 
was added to the company’s con- 
tingent reserves. From these re- 
serves, the company last June 
paid to the employees’ pension 
fund the sum of $1,960,695, rep- 
resenting the funding of all past 
service liability for the years prior 
to 1946. Despite the large single 
payment, the total reserves de- 
clined only $364,314 during the 
year. Gross earnings of the Trust 
Department again reached a new 
high point during the past fiscal 
year. The Discretionary Common 
Trust Fund, completing its sixth 
year last June 30, increased dur- 
ing the fiscal year from $27,945,- 
483 to $30,892,604. The report 
states that the Common Trust 
Fund for Legal Investments, es- 
tablished in 1944, grew from $8,- 
052,334 to $10,309,397 in the past 
vear. 

The following four directors, 
whose terms expired, were re- 
elected: Charles G. Berwind, 
Ralph Kelly, Isaac W. Roberts and 
Charles R. Shipley. 


Net operating earnings of the 
Provident Trust Co. of Philadel- 
phia for the year 1946 totaled 
$707,751, as compared with $930,- 
215 for 1945, W. Logan MacCoy, 
President of the Provident, re- 
ported to stockholders at the 82nd 
annual meeting on Jan. 21. Prin- 
cipal factors contributing to the 
decline in earnings, Mr. MacCoy 
said, were the reduction in the 
average daily balance of U. S. 
Treasury deposits from $37,900,000 
in 1945 to $16,255,000 in 1946; a 
substantial increase in taxes, and 
an increase in operating expenses, 
particularly salaries and wages, 
and the first full year’s cost of 
the company’s retirement income 
plan. In addition to earnings from 
operations, a net book profit of 
$572,411 was realized from the 
sale and maturity of bonds, stocks 





and otner items, bringing the total 
net earnings for the year to 
$1,280,161, This has been credited 
to undivided profits, from which 
have been paid dividends, reserves 
and chargeoffs. Dividends total- 
ing $320,000 were paid at the rate 
of $2 a share. 

Capital and surplus remain at 
$3,200,000 and $9,500,000 respec- 
tively, the same as 1945. Undi- 
vided profits as of Dec. 31, 1946, 
amounted to $1,838,590, as com- 
pared with $1,483,224 at the end 
of the previous year. These capi- 
tal funds equal 15.35% of the 
deposit liability at the end of 1946. 
Reserve for contingencies at the 
end of 1946 amounted to $1,723,- 
250, as compared with $1,339,449 
on Dec. 31, 1945. An estimated 
$600,000, yet to be expended for 
building improvements now under 
way, will be charged against this 
reserve. As of Dec. 31, 1946, de- 
posits totaled $94,704,661, includ- 
ing $3,228,279 U. S. Treasury de- 
posits, compared with a total of 
$109,611,590, including $25,185,915 
U. S. Treasury deposits a year 
earlier. Exclusive of U. S. Treas- 
ury deposit balances, other de- 
posits increased in 1946 to $91,- 
476,382, as compared with 1945’s 
$84,425,675. 


At the annual meeting of the 
shareholders of Second National 
Bank of Philadelphia at Philadel- 
phia, Pa., held on Jan. 14, all di- 
rectors of the bank were re- 
elected. In reporting on the bank’s 
operations during 1946, Robert L. 
Hilles, President of the bank, 
pointed to an increase of $312,243 
in surplus and undivided profits 
after payment of dividends total- 
ing $50,000, during the year. At 
the close of 1946, capitalization of 
the bank totaled $1,823,194, con- 
sisting of capital $1,000,000, sur- 
plus and undivided profits $724,- 
249 and reserves (unallocated) 
$98,945. Reviewing the bank’s 
business during 1946, Mr. Hilles 
reported an increase of $2,758,886 
in deposits of individuals, firms 
and- corporations, the greatest 
year’s increase in the 83-year his- 
tory of the bank. Such deposits 
at year’s end stood at an all-time 
high of $19,257,027. 


National Bank of Germantown 
and Trust Company of Philadel- 
phia reports gross operating in- 
come of $825,885 for 1946, as com- 
pared with $741,177 in 1945. Op- 
erating expenses totaled $489,075, 
against $435,167. Net income from 
current operations was $336,810, 
compared with $306,010. Net prof- 
its after amortization of bond 
premiums and including net bond 
profits and recoveries aggregated 
$233,804 against $273,793 the year 
previous. The bank paid divi- 
dends of $120,000 during the year 
and transferred $113,804 to un- 
divided profits, raising that ac- 
count to $710,033. 


Robert M. Berkeley and Her- 
bert C. Moseley have been elected 
Vice-Presidents of The Bank of 
Virginia at Richmond, Va., and 
Aubrey V. Kidd has been ad- 
vanced from Comptroller to Cash- 
ier, the bank announced recently. 
Mr. Berkeley was formerly Cash- 
ier in the main office at Rich- 
mond. Mr. Moseley was promoted 
from Assistant Vice-President. He 
is Manager of the Petersburg 
branch of the bank. As Cashier, 
Mr. Kidd also will continue to 
supervise the operational func- 
tions of the bank which came un- 
der his direction as Comptroller. 
The office of Comptroller will be 
discontinued. 

The Bank of Virginia accom- 
plished in 1946 a net gain of $2,- 
157,948 in deposits despite a 90% 
liquidation of its war loan ac- 
count.during the year, according 
to an announcement by Thomas 
C. Boushall, President. Earnings 
for the year were $226,266, or $3.01 
per par share of $16%5. Mr. Bou- 
shall also reported an addition of 
$250,000 to the bank’s surplus ac- 
count, increasing capital and sur- 
plus to $2% million. Total capital 
and reserve funds now exceed $4,- 





006,000. Aggregate resources as of 
December 31 were $55,065,914, as 
compared with $52,716,745 a year 
earlier. Outstanding consumer 
and commercial loans showed a 
gain of 65% during 1946, increas- 
ing from $15,608,535 to $25,723,443. 
More than $740,000 paid out in 
salaries and bonuses represents an 
increase of 23% over 1945. The 
bank, it is stated, paid to deposi- 
tors more than $360,000 in inter- 
est on time deposits. 

Paying in December its second 
3% dividend of the year, plus an 
extra 3% or 50 cents per share, 
The Bank of Virginia announced 
total dividends of $112,500 for the 
year of 1946—at the rate of 9% on 
par capital of $1,250,000. With 
75.000 shares outstanding in 1946 
as compared with 60,000 in 1945, 
total amount of dividends paid in 
the past year was 50% greater 
than in 1945. 


At the annual meeting of the, 
Society for Savings in the City of 
Cleveland, held on Jan. 17, Mer- 
vin B. France, First Vice-Presi- 
dent, was elected as the 11th 
President of that 98-year-old in- 
stitution. The announcement was 
made by Henry S. Sherman, Pres- 
ident since 1934, who was elected 
Chairman of the Board to succeed 
Samuel Scovil. Mr. Scovil be- 
comes Honorary Chairman after 
37 years of service. Mr, France 
at 45 is one of the youngest Presi- 
dents ever elected by the Society 
although the late Ambassador 
Myron T. Herrick was elected to 
the same office at age 40. The 
Society as a lender of funds does 
business in many states. Under 
Mr. France’s leadership it pio- 
neered in making term loans to 
industry. These to date have ex- 
ceeded $200,000,000. Total depos- 
its exceed $201,000,000 and total 
resources $217,000,000. Mr. France 
is identified with the work of the 
American Bankers Association, 
the National Association of Mu- 
tual Savings Banks, the Invest- 
ment Bankers Association of 
America, and the Ohio Bankers 
Association. In 1927 he became 
Ohio representative of the Union 
Trust Co. of Pittsburgh. At Mr. 
Sherman’s invitation he left that 
bank in 1934 to head the Society’s 
investment and collateral loan de- 
partments. 


Incident to the issuance of the 
Dec. 31, 1946 statement of the 
First National Bank of Lake For- 
est, Ill., it is announced that as of 
Dec. 23, 1946, the State Securities 
Co. filed notice of liquidation and 
dissolution and the First National 
Bank of Lake Forest, being the 
sole stockholder of the company, 
acquired all of its assets. Certain 
substantial changes appear on the 
bank statement for Dec. 31, 1946 
as a result of the bank having 
acauired those assets. The items 
which are substantially affected 
are rea] estate loans, U. S. Gov- 
ernment obligations, and the un- 
divided profits account. 

The real estate loans which are 
included in the bank’s resources 
in its Dec. 31 statement are shown 
as $1,237,470; the U. S. Govern- 
ment obligations are reported as 
$11,972,448 and the undivided 
profits are shown as $466,493. The 
bank has a capital and surplus of 
$200,000 each. It reports total de- 
posits of $17,791,024, of which 
$1,037.399 are Government depos- 
its; $9,157,690 demand deposits, 
and $7.595,935 savings and time 
deposits. It is indicated in the 
Dec. 31 statement that U. S. Gov- 
ernment obligations carried at 
$3,485,600 are pledged to secure 
public and trust funds and for 
other purposes as required or per- 
mitted by law. The advices from 
the bank relative to the changes 
in the Dec. 31 statement also refer 
to the omission therefrom of the 
100% beneficial interest in the 
trust created June, 1934, which 
entitled the bank to receive the 
net proceeds of the State Securi- 
ties Co. Frank W. Read is Presi- 
dent of the First National Bank 
of Lake Forest. 

(Continued on page 676) 
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Responsibilities of Retailing in Free Economy 


(Continued from page 649) 
must keep distribution dynamic in 
the literal sense of keeping goods 
moving, thereby avoiding stagna- 
tion in the channels of distribu- 
tion. Second, we must see that 
this process takes place in a free 
economy because there can be no 
dynamics in a controlled economy. 
Distribution, along with every- 
thing else, becomes static, ordered 
and enslaved. 


Retail Problem of 1947 


In 1947, we face the immediate 
problem of reconverting distribu- 
tion to a normal, peacetime basis. 
With reconversion in manufactur- 
ing plants largely completed, in- 
creased production during 1947 is 
bound to bring marked changes in 
the basic pattern of distribution. 
Shortages, inferior merchandise 
and rising prices will be replaced 
by more adequate stocks and 
assortments. Prices will bear a 
more reasonable relationship to 
the quality of the goods offered 
and to the customer’s ability to 
Pay. 

Effecting this transition without 
sustaining damaging inventory 
losses will provide a real test of 
our ability as retailers. It repre- 
sents a ringing challenge to our 
merchandising skill. We, more 
than any other segment of the 
business community, are in a po- 
sition to supply the guidance 
meeded to carry our economy 
through this. difficult period. 
This, because we alone are in 
direct contact with the public. 
Through sound buying and selling 
policies we can play a key role in 
shaping the economic course of 
the nation. 


At the same time, we must 
never lose sight of the second 
problem: that of keeping our 
economy free. The trend towards 
a controlled economy has surged 
onward in the wake of the war. 
In many sections of the world the 
free enterprise system has been 
wiped out. In others, it has been 
so dangerously undermined that 
it appears to be tottering on the 
brink of collapse. 

In this country, the drift to- 
ward collectivism has been 
checked, at least temporarily, by 
the recent elections. Yet the 
ignorance, ee and 
prejudice from which this trend 
drew its strength still persists. 
Widespread economic misunder- 
standing remains a serious threat 
to the future of free enterprise in 
this country. And if we can’t find 
acceptance for the free enterprise 
idea in America, there is no hope 
for it throughout the rest of the 
world. 

Dynamic distribution did not 
appear to be so very difficult to 
achieve in 1946. Retail volume 
exceeded all previous records. 
Almost $100 billion worth of mer- 
chandise moved across retail 
counters. This compares with less 
than $50 billion in 1939. 


Scramble for Goods At An End 

However, the record volume of 
last year’s business is less impor- 
tant than the fact that it marked 
the end of an era. The mad 
scramble of consumers for mer- 
chandise of any sort has come to 
an end. As increased production 
continues to relieve shortages dur- 
ing the year, we shall see the 
factors of quality and price re- 
sume their normal and rightful 
importance. 

Negotiating the great divide be- 
tween a sellers’ market and a 
buyers’ market has always been 
a difficult undertaking. The same 
situation prevailed in 1920 and 
again in 1937 and in each case 
there was a sharp recession. 

Our immediate problem in the 
year ahead is to bridge the gap 
without a serious setback to the 
nation’s economy. It is a task in 
which we retailers, as purchasing 








agents for the public, have a lead-} 
ing role to play. 

In tackling this job, we must 
rely largely upon our own judg- 
ment. We cannot expect manu- 
facturers and wholesalers to sound 
warning notes every time the sup- 
ply of a commodity begins to 
catch up with the demand. On 
the contrary, we must accept the 
fact that many of them may try 
to defer the day of reckoning up 
to the last moment. 


It is recalled that in the 1920 
collapse many manufacturers and 
wholesalers were still raising 
prices while the first wave of 
clearance sales was sweeping the 
country. Again, in 1937, many 
went on to talk about continued 
shortages and higher prices until 
the day when the bottom dropped 
out of the market. 


Today, the story is somewhat 
the same. We. retailers, meeting 
the buying public across the 
counter, know that many prices 
are already too high. Yet we are 
still hearing tales of “continuing 
shortages” and talk of “higher 
prices to come.” 


We know, however, that with 
continued high production, most 
of those shortages must soon come 
to an end. Barring another round 
of strikes, many of them should 
be eliminated in the near future. 
And when that day comes, re- 
tailers must not be caught with 
large stocks of merchandise, par- 
ticularly highly-priced, poorly- 
styled, undesirable merchandise. 

It seems unlikely that shortages 
in most lines of merchandise will 
disappear all at once. Instead of 
being deflated with a bang, the 
sellers’ market seems destined to 
evaporate gradually, with the 
trend moving from one commodity 
to another as production catches 
up with demand. In many lines, 
the sellers’ market is already a 
thing of the past. “It won’t be 
long now” for many others. 


Consumer Income High 


The transition to a buyers’ mar- 
ket will be made easier this time 
by the fact that consumer income 
is still at a high level. There 
appears to be no real danger that 
the market for quality merchan- 
dise at fair prices will diminish. 
In the appliance field and many 
other hard lines, we can count on 
an extended period of substantial 
sales before war-induced short- 
ages can be made up. In other 
lines, various clearance sales ap- 
pear to be drawing a ready re- 
sponse. On the whole, it would 
be difficult to find a period more 
favorable than the present for 
laying a wartime sellers’ market 


| quietly to rest, without major eco- 


nomic dislocations. In other 
words, there is no cause for alarm. 


On the other hand, the consum- 
ing public must be prepared to 
face the fact that wages have risen 


more than 50% since 1940. As 
Bernard Baruch so clearly told 
our government leaders, “Let’s 
stop bunking the public by saying 
that wage increases can be 
granted without increases in price 
levels!” 


No Fear of Buyers’ Market 

We retailers do not fear a 
buyers’ market. It is what we 
have been looking for. It is the 
only kind of a market in which 
we can give the public the maxi- 
mum benefit of our services. Only 
when goods are plentiful can we 
see that the consumer gets the 
best possible product at the low- 
est possible price. The customer 
has always been our boss and we 
are glad to welcome him, or rather 
her, back to that proper relation- 
ship once again. 

The desire for a return to a 





our fight against the OPA. We 
were never against price controls 
as an emergency measure. Re- 
tailers had been voluntarily co- 
operating to keep prices down be- 
fore OPA was even heard of. But 
it became obvious to us, in trying 
to buy merchandise for our cus- 
tomers, the faulty administration 
of price controls by OPA was 
throttling production. And we 
knew from years of experience 
that we must have production, and 
plenty of it, in order to buy and 
sell goods at reasonable prices. 


We can all be justly proud of 
the fight that our association made 
to relieve the stranglehold which 
maladministered price controls 
were exerting on our economy. 
It was a fight not only for our- 
selves but also for our customers 
and our suppliers. Retailers were 
making ample profits under price 
control. But we knew that rep- 
utable manufacturers were being 
forced out of production while 
thousands of “Johnnies-come- 
lately’ were being permitted to 
sell inferior, ersatz goods at higher 
prices. And we know that our 
customers, the public, were get- 
ting a raw deal. As Wendell 
Willkie said: “Only the productive 
can be strong and only the strong 





can be free.” 


Preserving a Free Economy 

So much for the problem of 
keeping distribution dynamic. It 
is, after all, a matter with which 
we are professionaly qualified to 
deal and I am confident of our 
ability to do so. Personally, I am 
considerably more _ concerned 
about the second problem, that of 
preserving our free economy. 

In the final analysis, whether or 
not we continue to enjoy a free 
economy in the United States will 
depend on the will of the people. 
Congress is an important factor, 
but every legislative body ulti- 
mately reflects the will of the 
people. And the decision of the 
people will depend not on ideol- 
ogy but upon what they believe 
to be in their best interests. 

Despite the encouraging results 
of the recent elections, we must 
face the fact that much of the 
traditional confidence of the 
American people in the free en- 
terprise system has been shaken. 
The minds of a large segment of 
the public have been poisoned 
against private business and busi- 
nessmen by distortions, lies and 
phony economics. Public opinion 
polis show clearly that years of 
anti-business propaganda from 
government and labor sources 
have had telling effect. Repairing 
this damage will be a difficult, 
long-range task. 

The trends of public thought 
change slowly. Dangerous miscon- 


ceptions about business and busi- 
nessmen have been built up by 
years of clever and insidious prop- 
aganda. In the recent elections, 
most of the people did not cast 
their votes for private business. 
They voted against government 
bungling. 

Several polls have disclosed that 
the public has an unflattering 
opinion of the motives of private 
business. Many people are con- 
vinced that businessmen are pre- 
dominantly greedy. One survey 
showed that a majority of the 
people queried believed that 
businessmen opposed OPA because 
they wanted to make more money. 
They also thought most manufac- 
turers fought price control be- 
cause it prevented them from pil- 
ing up excessive profits. 

Another poll showed _ that, 
among consumers and workers, 
the majority refused to believe 





that the management and owners 


buyers’ market was the basis of| of business would improve wages 


and working conditions unless 
they were forced to do so. 


Last summer the Los Angeles 
Merchants and Manufacturers As- 
sociation made a survey. It re- 
vealed that most of the people 
queried thought that half of the 


partment stores’ 
been less than 5% 
tomer’s dollar through the years.) 


the night. 


their beliefs. 


out socialism. 


were predominantly greedy, if I 
thought that business took for its 
net profit 50 cents out of every 
dollar I spent, and if I thought 
that the management and owners 
of business got 75 cents for every 
25 cents paid to the workers, I’d 
be a socialist of the first order. 


Color-Blind Ideas 


Fortunately, the public mind 
moves slowly. These color-blind 
ideas have not yet swept the coun- 
try. Nevertheless they are work- 
ing on public opinion like yeast 
in a loaf of bread. Unless these 
misconceptions are soon corrected, 
there is likely to be a sharp rise 
in the number of collectivists 
among our people. 


Some far-sighted business organ- 
izations have already recognized 
this situation and are attempting 
to meet it. They have launched 
intensive educational programs to 
raise the economic literacy of 
their employees and their plant 
communities. Many of these cam- 
paigns are showing excellent re- 
sults. But they are not enough. 
If we are to succeed, all business 
organizations must accept the re- 
sponsibility of becoming an ef- 
fective educational force in their 
respective communities. 


As representatives of an impor- 
tant segment of the nation’s econ- 
omy, we retailers must recognize 
that a large share of the respon- 
sibility for this educational job 
falls upon our shoulders. One of 
our most pressing problems, both 
as a national organization and as 
individual retailers, is to find ef- 
fective ways and means of dis- 
charging this responsibility. We 
cannot expect politicians, econ- 
omists or even trade associations 
to save the free economy for us. 
It is a job which calls for vigor- 
ous action on the part of each and 
every one of us. 


Facts on Retailing 


Approximately a quarter of a 
century ago our National Retail 
Dry Goods Association took a wise 
and far-sighted step. The rise in 
retail prices during the inflation 
which followed World War I had 
resulted in great public resent- 
ment and an attempt was made 
to prosecute a number of promi- 
nent retailers for alleged prof- 
iteering. Retailers, being the only 
ones with whom the public came 
in contact, naturally were made 
the “goat.”’ Accordingly, our board 
of directors decided that our trade 
should never again be in a posi- 


tion where no one but the stores 
and the Association itself knew 
the facts about distributing goods. 
In order to have an outside, dis- 
interested agency of unquestioned 
standing which would know all 





customer’s dollar was retained as 
net profit. A third of these peo- 
ple thought that the net profit 
was as high as 75%. (Actually, de- 
net profit has 
of the cus- 


Another poll reflected a gen- 
eral belief that labor received for 
)its efforts only a third of what 
management and stockholders re- 
ceived for their contributions to 
the business. And so on, far into 


As we all know, people act on 
It makes no differ- 
ence whether the beliefs they 
hold are true or false. The man 
who is color-blind is acting in 
good faith when he mistakes the 
red traffic light for the green. But 
he rates a smash-up just the same. 


This kind of economic color- 
blindness is the gravest danger we 
face today. Actually, it is only 
one step removed from out-and- 
I know that if I 
were convinced that businessmen 


Research of the Harvard School 
of Business was asked to make a 
yearly study of all of our essen- 
tial operating figures. 

Every retailer recognizes the 
value of this yearly study as a 
yardstick for comparison of his 
own with other operations. But 
I wonder how many appreciate 
the public relations job which 
these repoits have done in pro- 
viding an ir dependent audit of our 
figures, which was the primary 
objective that our board of direec- 
tors had in mind. 


This action, taken so long ago 
that many of us have forgotten 
the reasons which prompted it, 
was a long stride in the right di- 
rection—a _ direction which we 
must pursue still further today. 
These annual studies provide a 
clear picture of our business for 
government officials, economists 
and educators. But we need more 
than that. We need a better un- 
derstanding of retailing by our 
employees, our customers and the 
people in our communities. If we 
can develop such an understand- 
ing, we shall have made a price- 
less contribution toward keeping 
our economy free. 


It is said that to define a prob- 
lem is to take a long step toward 


its solution. If so, we have made 


such a step in selecting “Dynamic 
Distribution in a Free Economy” 
as the theme of this convention. 


To keep distribution dynamic 


and to keep our economy free— 
these are surely worthwhile ob- 
jectives for our deliberations here 


and for our activities at home 
during the coming year. They are 
objectives which are particularly 
fitting for a national association 
which is holding its 36th annual 
meeting to consider what is “good 
for us, good for our customers and 
good for our country.” 


Conclusion 


In conclusion, let me submit a 
brief “blueprint for action”: 


1. Distribution can remain dy- 
namic only if our economy re- 
mains free. 


. Our free economy is seriously 
threatened by a trend towards 
a controlled economy. 


. That trend is not what the 
rank and file of American citi- 
zens really want. 


. Organized propaganda, never- 
theless, is spreading economic 
color-blindness among our 
people. 

. These attacks are effective be- 
cause those best qualified to 
answer them invariably fail to 
do so. I refer to the Amer- 
ican businessman himself. 


. Either the American business- 
man must militantly defend 
his right to function under a 
free economy or face the pros- 
pect of losing that right. 


. American retailers have no 
greater responsibility to the 
public they serve than to be- 
become vocal against the dan- 
gers of a controlled economy. 


. It is no longer sufficient for 
our retailers to sell merchan- 
dise per se. Our real job today 
is to sell our system along with 

our products. 


We must tell our story with 
deeds as well as words. 


We must never forget that we 
are merely purchasing agents 
for the public. 


So much for the “why” of all 
this, and now for the “how.” The 
National Retail Dry Goods Asso- 
ciation should, and will I believe, 
promulgate an aggressive public 
relations campaign to tell the real 
story of retail distribution to the 
American public during 1947. 

Retail stores, individually and 
in small groups, should simulta- 
neously give forceful expression 
to this program, in whole or in 
part, at the community level. 

In that direction lies great hope 
for the kind of prosperity and 
security that only a free people, 


9. 


10. 





the facts, the Bureau of Business 


aroused and determined, can hope 
to attain. 
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A Republican Program for Europe 


Soviet leadership to play, at the | tion is so poor as a nation which 


(Continued from page 646) 
preceding Secretaries vu: Stare, 10 
take this occasion to look back 
in order the better to look for- 
ward. cbs 

Last year had some good as- 
pects. There receded a_ serious 
risk that the victorious war coali- 
tion might break up and its mem- 
bers fight among themselves. It 
did not end the bid of the Soviet 
Union for world leadership, That 
was hardly to be expected. But 
1946 did see that bid deflected 
into channels more compatible 
with peace. 


The Soviet challenge is double- 
barreled. One barrel aims at so- 
cial revolution throughout the 
world. The other barrel aims at 
nationalistic expansion. The war 
made both targets easier to hit. 
Economic misery, the by-product 
of war, bred radical agitation 
throughout the world. The mili- 
tary position of Russia, as the 
great land power next to Germany 
and Japan, gave Soviet leadership 
unique opportunities to bargain 
for an expansion of their national 
domain. It is the latter type of 
aggressiveness which was checked 
in 1946 when it had already gone 
so far that persistence would have 
jeopardized the peace. 


Soviet Expansion Began 
With Hitler 


Soviet national expansion was 
going ahead in a big way at the 
end of 1945. It had begun under 
the cover of deals with Hitler. 
With his tacit acquiescence or ex- 
plicit approval. part of Finland, 
all of Estonia, Latvia and Lithu- 
ania and large portions of Poland 
and Rumania were incorporated 
into the Soviet Union. That was 
the price of Soviet neutrality 
while Hitler was attacking in the 
West. When Hitler turned East 
to attack Russia, that made Russia 
an ally of Britain and the United 
States. It was vital that the war 
unity of these three should be 
preserved and Soviet leadership 
relied on that to bargain at Mos- 
cow, Teheran, Yalta and Potsdam. 
As a result, Soviet land power 
was further extended in Europe 
and into the Pacific. 


After hostilities ended, the So- 
viet leaders sought to go on with 
their nationalistic bargaining. The 
first occasion was the first meei- 
ing of the Council of Foreign Min- 
isters at London in the Fall of 
1945, That conference ended with 
no agreement. It was publicly 
proclaimed a failure. It was, in- 
deed, a failure from the stand- 
point of the Saviet Union. It 
marked the end of the ability of 
the Soviet Union to expand by 
bargaining with great powers at 
the expense of the weak. Ameri- 
can idealism had a rebirth. Per- 
haps it would be more accurate 
to say that our idealism, always 
latent, could then safely emerge 
from the recesses into which it 
had been driven by war necessity. 
From then on, as Secretary Byrnes 
well put it, the United States 
might compromise within prin- 
ciple but it would no longer com- 
promise principle itself. 

That was the spirit of 1946. It 
enabled the U. S. Delegation 
through patient firmness to obtain 
peace treaties with Italy and the 
satellites which, while not ideal, 
involve no flagrant new injus- 
tices. More important, it halted 
the Soviet program of expanding 
at the expense of weak neighbors. 


When Soviet leaders discovered, 
at the end of 1945, that they could 
mo longer get our agreement to 
further expansion, their first re- 
action had been to go it alone. 
At the beginning of 1946, Iran, 
Turkey and Greece were threat- 
ened. The result, however, was 
not a Soviet success. Throughout 
the world, public opinion reacted 
adversely. Soviet leaders found 
that they could not fire both bar- 
rels at once. Nationalistic aggres- 


sion canceled out idealistic propa- 
ganda, As against the loss, there 





was no compensating gain, for 
Sdviet aggressiveness had pro- 
voked in the United States and 
Great Britain a stronger resist- 
ance than Soviet leadership cared 
to face. In these countries, public 
opinion quickly hardened. It sup- 
ported measures to rebuild mili- 
tary establishments which had 
been allowed to disintegrate. The 
United States displayed naval and 
air power in the Mediterranean. It 
scemed that if the Soviet contin- 
ued along the line upen which it 
had embarked, that might even 
lead to major war. That is one 
thing which Soviet leadership 
does not now want and would not 
consciously risk. Economicaliy 
the nation is still weak in conse- 
quence of war devastation. Also, 
for the time being, the Soviet 
military establishment is com- 
pletely outmatched by the mech- 
anized weapons—particularly the 
atomic weapons—available to the 
United States. 


Soviet Leadership Intelligent 
and Realistic 


So, as competent observers had 
thought likely, Soviet leaders 
drew back. That is to their credit. 
Soviet leadership showed itself to 
be intelligent and realistic, rather 
than reckless or fanatical. That is 
a reassuring fact because often 
leaders who are dynamic and who 
have had great initial successes 
become overconfident, They take 
ever greater risks until they find 
to their chagrin that they have 
made a bad calculation and have 
precipitated trouble which they 
never wanted or expected. The 
Politburo, at least in 1946, did 
not go down that path. 


American People Have Shed 
War Romanticism 


The greatest credit for the 1946 
result goes to the American peo- 
ple. They quickly cleared their 
minds of war romanticism which 
had overidealized all of the al- 
liés and their objectives. They 
were able to see realities even 
when they were unpleasant reali- 
ties, and, despite postwar weari- 
ness, they hardened their wills. 
There were a few who were gul- 
lable and who still believed, 
because Soviet leadership used 
idealism as propaganda, that that 
leadership itself was idealistic. 
But they were only a small and 
ineffectual minority. The Ameri- 
can people showed that they still 
pessessed to a high degree the 
ability to see clearly and to think 
straight. 

Bi-partisan cooperation played 
an important part in the result. 
Governor Dewey, during the cam- 
paign of 1944, agreed with Presi- 
dent Roosevelt that there should 
be a permanent world organiza- 
tion. That act made logical a bi- 
partisan delegation to the San 
Franeisco conference. That 
worked so well that Secretary 
Byrnes invited Republicans to 
participate in negotiating the first 
group of peace treaties and to 
participate in the Assembly of the 
United Nations. Thus, Democrats 
and Republicans sat side by side, 
and we both learned, at the same 
time and from the same bench as 
it were, some of the hard facts 
of international life. That learn- 
ing together is the key to effective 
bi-partisanship. In this case it 
made it natural that Democratic 
leadership through Secretary 
Byrnes and Republican leadership 
through Senator Vandenberg 
should speak to the American 
people in similar terms. That 
contributed greatly to solidifying 
the American attitude. 

If, as I believe, the November 
elections put a seal of approval 
on that kind of cooperation, it is 
because the American people 
sensed that during the preceding 


months it had helped to save them 
from grave peril. 

Credit also goes to the United 
Nations. Its opén processes were 
what made it impracticable for 


. . . ' 
same time, incompatible roles. It | 
compelled choice between idealis- | 
tic propaganda in non-contiguous | 


But we shall need more than that. 
Negation is never a permanent 
substitute for creation and no na- 


can give only dollars. The need is 
for spiritual and intellectual vigor 
and the leadership which that be- 


lands and hard-boiled militarism | Stows. 


toward neighboring countries. It 


enabled world opirion to register | 


ani show the expediency of the 
more peaceful course. 


some satisfacticn. Bur it saould 
only be satisfaction that a long, 
hard task hes been well begun. If 
1946 saw the Soviet nationalisiic 
challenge become less aggressive 
we cannot assume that even that 
phase is definitely over. Certainly 
Soviet leadership does not accept 
as final the present status of the 
Dardanelles, In its other phase— 
the ideological phase—the Soviet 
challenge became increasingly 
powerful. In most of the world, 
effective popular leadership is in 
the hands of persons who are 
sympathetic to Soviet communis 
doctrines and who turn to Moscow 
for moral support. 

In India, Soviet communism ex- 
ercises a strong influence through 
the interim Hindu Government. 

In China, United States efforts 
to end the civil war have col- 
lapsed and communist forces hope- 
fully continue their struggle. 


Unrest in Colonial Areas 


Throughout the colonial areas, 
there is growing rebellion against 
the white man’s assumption .of 
racial superiority. The fighting 
now going on in Dutch Indonesia 
and in French Indo-China is 
symptomatic of a wide-spread 
condition. These revolutionary 
movements are encouraged by 
Soviet leadership which pretend 
to a “classless” society. 


The Arab world grows increas- 
ingly hostile as the strain regard- 
ing Palestine is prolonged. 

In Latin America communist 
leaders are steadily gaining in po- 
litical power. They are effectively 
agitating against the so-calied 
“capitalism” and “imperialism” of 
the United States. Hemispheric 
solidarity is precarious and the 
Monroe Doctrine faces its stern- 
est test. 


In Western Europe communist 
strength has grown so that in 
France and Italy communists now 
exercise a large measure of gov- 
ernmental power. 

In the United States, Soviet lead- 
ers look to “boom-bust” finally 
to discredit capitalism’ and to 
liquidate the last vestiges of our 
claim . to economic. supremacy. 
That collapse, they profess, is in- 
evitable. However, they deem. it 
prudent to help the inevitable and 
to this end their followers .have 
burrowed into the core of our 
economic. body. 


Soviets Portray U. S. as 
Militaristic 


At the recent “town meeting of 
the world,” the Soviet Delegation 
achieved a large measure of lead- 
ership. Also, they there did an 
effective job in portraying the 
United States as militaristic and 
imperialistic. They «persuaded 
many that this nation ought to 
disarm itself in the interest of 
world peace, Soviet leaders hope 
thus to end the military inequal- 
ity which bothered them in 1946. 


Those are some of-the items of 
the 1946 heritage with which 1947 
must deal. It is a heritage which 
is hailed joyfully by the New 
Year’s press of the Soviet Union. 
It. is, for us, a heritage. to be ac- 
cepted with soberness. It does not 
contain immediate danger, as did 
the heritage of 1945, but it does 
threaten us with an_ isolation 
which sooner or later, would 
gravely endanger us. Also, it is 
a.form of challenge which is dif- 
ficult to méet. In 1946, our foreign 
policy had two main elements, 
negation toward Soviet expansion 
and relief of those suffering pri- 
vation. In 1947 we shall still need 





thé ability to say “no.” We shall 
still need to provide some relief. 


j}must bu Id anew. 
We can lock back cn 1946 with |©9 years ago, they 





Today most of the pcoples of 
the world fini their establ' shied 
institutiors swept away. They 
160 years age 
would have 
locked to us “°r insriration anc 
guid: nce and t’ey would not have 
looked =n.vain T rust rot 
now lock to.vs in vain. Let that 
be our New Year’s resolve. 
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The Moscow Conference 

The. fer hcoming M-scow cron- 
ference will show whether we have 
the wisdom to prescribe healing 
of such vast dislocations as every- 
where surround us. That confer- 
ence will deal with Germany 
Whoever deals with Germany 
deals with the central problem of 
Europe. Whoever deals with Eu- 
rope deals with ‘the world’s worst 
fire hazard. Repeatedly it bursts 
out in flames. Twice within the 
last 30 years the edifice has vir- 
tually burned to the ground. The 
human and material losses have 
been colossal and _ irreparable. 
After each vast conflagration, the 
structure has been rebuilt sub- 
stant’ally as before. 

Statesmanship can do better 
‘han go on repeating that folly. 
The trouble is not hard to find 
Our finders diagnosed the situa- 
ti6dn many years ago. Alexander 
Hamilton put it in these historic 
words: 

“To look for a continuation o’ 
harmony between a number of 
independent, uncormected sov- 
ereignties in the same neighbor- 
hood would be to disregard the 
uniform course of human events 
and to set at defiance the accu- 
mulated experience of ages.” 

Not only did our founders diag- 
nose the trouble; they found. for 
themselves, the remedy. They 
placed matters of concern to all 
under an administration respon- 
sible to all. 


The war victors will do well to 
have that formula in mind. Then 
when they plan the future cf 
Germany, they will think more in 
terms of the economic unity of 
Furove and less in terms of the 
Pots@am. dictum that Germany 
shall be “a single economic unit.” 
Of course, there should be an 
economic unification of Germany 
But the reason for that is also a 
reason for the economic unifica- 
tion of Europe. A Europe divided 
into small economic compartments 
cannot be a healthy Europe. All 
of Europe’s economic potentiali- 
ties need to be used at maximum 
efficiency and European markets 
should be big enough to justify 
modern methods of cheav produc- 
tion for mass consumption. That, 
no doubt, is why Mr. Attlee de- 
clared some time ago that “Europe 
must federate or perish.” 


A German Federation 


Of course, the German settle- 
ment will not of itself bring about 
a federation of Europe. Only the 
Eurovean peoples themselves can 
do that and they will probably 
move slowly. But the German 
settlement may decisively deter- 
mine whether the movement will 
be toward economic unification or 
toward rebuilding the old struc- 
ture of independent, unconnected 
sovereignties. 


The Basin of the Rhine, with 
its coal and industrious man- 
power,. constitutes the natural 
economic heart of Western Europe, 
From that area ought to flow 
vitality not merely for Germans 
but for Germany’s western neigh- 
bors. If that happens Western 
Europé, at. least, with its 200 mil- 
lion people, could develop into a 
more prosperous and stable land. 
That,. however, is not likely to 
happen if the German peace treaty 
merely reestablishes Germany as 
a single economie unity subject 
to only German political control 
which, even if originally decen- 








tralized, could again become 
highly centralized. If such dis- 
pdsitions are made, Germany’s 
western neighbors—France, Bel- 
gium and Holland—will hesitate 
to organize their economies into 
dependence on a source which 
may again be controlled by am- 
bitious and vengeful German rul- 
ers. That might enable Germans 
hereafter to achieve, by economic 
re:Sulés, a mastery of Western 
Europe which they could not 
achieve by arms, Rather than 
risk that, the nations of Western 
Europe will probably annex bits 
of Germany as they can and, as 
to the rest, accept economic sep- 
aration. That would condemn 
Western Europe to an unhealthy 
and precarious future. 

Not only is such a solution bad 
for Europe; it is bad for peace. 
If the industrial potential of west- 
ern Germany cannot safely he 
integrated into Western Europe, 
it ought not to be fully used by 
Germans alone. It is then logical 
to impose what the Potsdam dec- 
laration calls “industrial disarma- 
ment.” That is another word for 
pastoralization. Its inevitable ac- 
companiment is military occupa- 
tion and charity feeding. Actually, 
no one of those three elements 
can have permanency. Not only 
Germans, but neighboring peo- 
ples, will eventually rebel at try- 
ing to cover with manure the 
natural industrial basin of Eu- 
rope. Peacetime armies of sccu- 
pation are a tremendous moral 
hazard to themselves and to oth- 
ers and, while long-term military 
guaranties as proposed by Senator 
Vandenberg will be required, the 
American people will not indefi- 
nitely keep in Germany the huge 
armies which would be needed 
to repress restless people deprived 
of the work for which they are 
fitted. Also, the American people 
will not indefinitely provide im- 
mense charity to prevent mass 
starvation which threatens only 
because artificial conditions are 
imposed. 


Durable Peace Must Be 
Self-Enforcing 


Peace should not be made de- 
pendent upon artificial conditions 
which hold only so long as there 
is external coercion. That was the 
main trouble with the Treaty of 
Versailles. Its terms, if enforced, 
would have kept Germany impo- 
tent for a thousand year. But en- 
forcement dependéd upon exter- 
nal coercion which rapidly evap- 
orated. Peace conditions, to be 
durable, should be self-enforcing. 
What is needed in respect of Ger- 
many is decentralization, At the 
beginning, that can be imposed. 
A large measure of political au- 
tonomy can be given to German 
states. But that decentralization 
will not stick unless also there 
develop natural forces which turn 
the inhabitants of Germany’s states 
toward their outer neighbors. The 
economic forces operating upon 
Germans should be centrifugal 
and not centrapetal. Only if de- 
centralization is enforced by such 
forces can it be depended upon. 


When the German problem. is 
thus analyzed, it is apparent that 
it calls for some application of the 
Federal formula, Under our Fed- 
eral system the citizens of Penn- 
sylvania share with others legis- 
lative control over the interstate 
movement of their coal and their 
steel products. The Port of New 
York is operated by an autor- 
omous authority established by 
treaty between New Jersey and 
New York. The Tennessee Valléy. 
development is operated by ‘a 
Federal authority, not by the State 
of Tennessee. We propose an in- 
ternational authority to own and 
operate atomic development 
everywhere so that nowhere can 
it fall under national contrdl 
which might use it for war rather 
than for economie welfare. 


Such precedents suggest that it 
is not beyond human resourceful- 
ness to find a form of joint control 
which will make it possible to 
develop the industrial potential of 
western Germany in the interest 
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of the economic life of western | 
Europe, including Germany, and | 
do so without making Germans 
the masters of Europe. 


Up to Our Continental Allies 


Whether a solution along this 
line is practical, and the scope to 
be given it, will depend primarily 
upon our continental Allies them- 
selves. The non-continental vic- 
tors—Soviet Russia, Great Britain 
and the United States—cannot im- 
pose any such solution. If, how- 
ever, our continenial friends are 
thinking constructively—and there 
is evidence that many of them are | 
—we Americans ought to be able 
to give them precious assistance. 
We possess, with Great Britain, 
decisive power in western Ger- 
many. We have, more than any 
other people, experience in using 
the Federal formula and in devel- | 
oping its manifold possibilities. If 
we employ these assets to solve 
the problem of Germany, we shall 
have made a good start in imple- 
menting our 1947 resolve. 

I have spoken particularly of 
Europe. But I did so only by way 
of illustration and not with any 
thought that we can safely con- 
centrate on one part of the world 
to the neglect of the rest. Not 
only in Eprope, but in Asia, South 





America and the colonial areas |whole worid stands in wait. 


there are vast tasks of reconstruc- 
tion to be undertaken. Old so- 
cieties need to be rebuilt. Sick 
societies need to be made well. 


| competition. 
| belief. But it is no longer the be- 


Societies subject to alien rule! 


need peaceful roads to freedom. 
We should become again, as we 
onee were, the source to which 
men turn for inspiration and 
guidance in the accomplishment 
of such tasks. 


The Challenge of Communism 


We Americans believe that our 
individualistic soctety best qual- 
ifies men for leadershiv. Such a 
society, we believe, provides the 
richness of diversity and of ex- 
perimentation and the stimulus of 
That, I say, is our 


lief of others. They are skeptical. 
They are frightened by the un- 
ruly aspect we present and they 
suspect us of a certain moral and 
intellectual bankruptcy. They wre 
attracted by the apparent smooth- 
ness and: efficiency of a society 
where conformity is the rule and 
where all men walk in step. That 
is why Soviet Communism can 
seriously challenge us for world 
leadership. The time has come 
when we shall have to put up or 
shut up. 


I am confident that out of the 
physical vigor of our people and 
the intellectual stimulus of our 
free society can come the con- 
structive ideas for which the 
If it 
|does come, we shall again be safe, 
| for we shall have given leadership 
}and, in return, we shall receive 





| fellowship. 


The Question of Pur"hasing Power 


(Continued from page 649) 


level based on mass production 
and mass consumption. 


Today all three are much higher 
than before the war. Weekly 
earnings of the average factory 
worker were nearly twice as 
much in December, 1946 as in 
August, 1939. Corporate profits, 
both before and after taxes, are 
about three times as great as in 
1939. But prices have risen about 
80%. and living costs more than 
50%. above the pre-war level, so 
that the purchasing power of both 
the wage dollar and the profit 
dollar have been diluted. The $46 
weekly take-home pay of the av- 
erage factory worker in October, 
1946 bought only about as much 
as the $35 he received in April, 
1942. 

In the recent past, rising prices 
have outrun purchasing power, so 
there is some question whether 
consumers can continue to absorb 
the large volume of goods and 
services now being produced, Fur- 
thermore, with the same levels of 
employment in 1947 as in 1946, 
national production may be ex- 
pected to rise by 3 to 5%, because 
of increased productivity, that is, 
output per manhour of labor. To 
maintain full employment in 1947 
we must not only maintain full 
employment, but increase it by 
enough to provide a market for 
the increased production. This is 
to say, prices must be reduced or 
incomes raised or both. 


Sees Both Lower Prices and 
Higher Incomes 

Actually, we can look forward 
to both lower prices and higher 
incomes. 

Consumer resistance has al- 
ready caused a sag in many spec- 
-ulative prices, and others will fol- 
low. Moreover, resumption of the 
increases in productivity, which 
about doubled the output per man- 
-hour in our manufacturing indus- 
Aries every 20 years before the 
war, would lead us again to 
higher incomes and lower prices 
in manufacturing and in agricul- 
ure. We should avoid thinking of 
high wages, good profits and low 
prices as conflicting claims on our 
economy. In the past we have 
‘geen our great industries built on 
expanding production at lower 
costs and lower prices, paying 
Jhigher wages and handsome 


profits. Our future progress lies 
along the same way. 


No one has more to hope for 
from full employment, or more to 
fear from depression than the 
states and their governments. 


I have had the privilege of 
serving a great State as Lieuten- 
ant Governor and Governor, and 
I know what a powerful effect 
the national economy exerts on 
the people and the governments 
of each state. When depression 
strikes, none of us can escape it. 
We remember how, between 1930 
and 1933, state and local tax col- 
lections fell, tax delinquency in- 
creased and interest rates on state 
and local bonds rose. 


The war and post-war years, on 
the other hand, have shown us 
how national prosperity increases 
state revenues, reduces the out- 
lays for relief and assistance, and 
permits state and local govern- 
ments to raise the standards of 
essential services, such as educa- 
tion and health, and to invest in 
useful public works. During the 
war, state and local gross debt 
was reduced by about 4 billion 
dollars and substantial reserves 
were set aside for post-war use. 


Influence of States on the 
Economy 

Still, we must not think that 
cur economic health is simply at 
the mercy of inevitable national 
economic forces. The states them- 
selves, through their legislative 
and fiscal policies, exert a power- 
ful influence on the economy and 
can contribute materially to the 
attainment of maximum employ- 
ment, production and purchasing 
power to which, as a Nation, we 
are committed. 

The states, in the aggregate, are 
one of the major factors in the 
economy. State and local govern- 
‘ment expenditures in 1947 will 
account for about 11 billion dollars 
of national income. State and local 
governments employ,. all told, 
more than 3.5 million people, with 


annual payrolls in excess of 6 bil- 
lion dollars. Their expenditure for 
public works and for supplies and 
equipment, if timed in accord- 
ance with national economic pol- 
icy, could be a major stabilizing 
factor in the economy. Sound pol- 
icy, both Federal and: State, calls 








surplus in good times, and smaller | 
revenues wtih increased expendi- 
tures in period of slack. If state 
and local governments limit their 
outlay for public works and pro- 
curement to procurement for im- 
mediate needs and high priority 
public. works, such as hospitals, | 
they will restrain inflation now, 
while prices are high and sup-| 
plies short; they will also have | 
funds to spend when prices are | 
lower and private demands need | 
reinforcing. This is sound econ-| 
omy as well as sound economics. 
The states largely determine the 
quality and amount of essential | 
public services, such as education, | 
health and employment service, | 
which so greatly affect the pro- 
ductivity of our population. More 
than 6% of our total labor force | 
is employed by s‘ate and local | 
governments, and their earnings | 
have not kept pace with living | 
costs during the past few years. 
Strictly from the economic point 
of view, this is one of the weak 
points in purchasing power, cor- 
rection of which would be help- 
ful. Beyond this, it is threatening 
the quality of public services. For 
example, loss of 350,000 qualified 
teachers during the past six years 
—chiefly because of low salaries 
and shrinking buying power—has 
created a crisis in public educa- 
tion. 


The states largely determine 
the standards of protective legis- 
lation, minimum wages, maximum 
working hours, restrictions on 
child labor and industrial safety 
and hygiene; and of eligibility 
and benefits for unemployment 
eompensation, workmen’s com- 
pensation and public assistance. In 
some states, minimum working 
conditions are below those re- 
quired for a healthy, prosperous 
economy. In many states, unem- 
ployment and workmen’s com- 
pensation benefits fall short of 
their twin objectives of protect- 
ing the individual worker and 
sustaining purchasing power. 


Good public services are ex- 
pensive, and not all states can af- 
ford to maintain them. The dif- 
ferences between states in expen- 
ditures for public education are a 
good example. We need to work 
out better ways to share the costs 
of these investments in prosperity. 
We have done this for a long time 
through Federal grants-in-aid for 
ruble roads and other puble con- 
struction and more recently for 
public health and education and 
public assistance. Most of these 
grants have been made on some 
matching basis—so much Federal 
money to match so much state 
money—uniform for all states. 
Now it seems to some of us that 
we need a way to vary the basis 
from state, so that states which are 
richer or more densely populated 
may pay a larger share for them- 
selves, while the states that most 
need it can receive a larger share 
from the Federal Government. 


The purpose of variable grants, 
of course, is to make it possible 
for states that have fewer tax re- 
sources to maintain standards of 
service to their people as high as 
those offered by wealthier states, 
to equalize the opportunities for 
all our citizens. 

The states can do a great deal 
to eliminate laws and regulations 
that restrict competition and hin- 
der the efficient operation of in- 
custry and agriculture and the 
free flow of commerce. Every 
trade barrier that has this effect 
is an obstacle to maximum pro- 
duetion and employment. Codes of 
health and. sanitation that are 
‘twisted to close the markets of 
one: state to the farmers of an- 
other; building codes that in the 
name of safety perpetuate high- 
‘cost construction; punitive taxes 
that act as “protective tariffs” for 
one product or one kind of busi- 
ness as against another; legalized 


price-fixing at the consumer’s ex- 














pense; laws that impede the move- 
ment of goods over state reads; 


it 


for large revenues with budget license ‘regulations that preclude 


reciprocity for business or profes- 
sional men between one s.ate and 
another; emigrant agent acts that 
inhibit the free flow of workers 
in the labor market. Such devices 
are hang-overs from the depres- 
sion when markets were over- 
supplied and purchasing power 
thin. They have no place in a full 
employment economy, and they 
make it more difficult for us to 
maintain one. 


Example of Post-War I Period 


You remember what happened 
after the first World War. Buying 
power of the individual consumer 
aiminished as a downward revi- 
sion of wages resulted. That was a 
major factor in setting in motion 
the forces which cause recession. 
The one thing we know for cer- 
tain about causes of depression is 
that they never occur until the in- 
dividual loses his purchasing 
power. So I think there is general 
agreement that unemployment 
does more to start a depression 
than anything else, because it 
cuts purchasing power. 


None of us knows the precise 
formula by which a bust can be 
prevented. But a disas'rous slump 
is not inevitable. The fact that we 
were able to avert a sharp down- 
swing during reconversion is sig- 
Even 
out the tre- 
mendous task of military and in- 
dustrial demobilization, total un- 
employment never exceeded two 


nificant and encouraging. 
while we carried 


and three-quarters of a million 


Today 58 million Americans have 
jobs. That is a very impressive 
achievement. It is by far the best 
post-war performance in our his- 


tory. 


I believe one fact is quite clear. 
No major depression has been due 
to the fact that the wage and sal- 
aried workers of America were 
given too large a share of the na- 


tional income. 
Today there is growing agree 
sion by maintaining an economi 


balance which will 
production and equitable distri 


is an impossible task. 


our economy is so vast and com 


of ours. 


That economist or 


we may draw a plan that wil 


disregard of economic law, tha 


that now rides on the coattail o 


vent excesses in which the seed 
of depression germinate, is re 


tary use of the knowledge w 


perience. 


chanee nor raw economic powe 
shall determine our national wel 


peace and abundance. 
that goal—to prevent major de 
pressions and to minimize reces 
sions—we need both unity of pur 
pose and a renewed spirit of fai 





cated to the common good. 


ment that we can avoid-a-depres- 


insure full 


bution within the framework of a 
free society. I do not believe that 


But it is a difficult task because 


plex. We find it easier to agree 
upon principles than to put them 
into practice. Fortunately we are 
getting better and better acquaint- 
ed with this complicated economy 


financier 
sufficiently wise to suggest how 


keep all phases of the economy in 
balance has not yet appeared. We 
have a reasonably clear under- 
standing of the causes of ““‘Boom 
and Bust.” But there is no author- 
ity to prevent the excesses, the 


will stabilize the economy and 
prevent that which sets in motion 
the sinister forces which acceler- 
ate “Boom and Bust.” The boom 


inflation was held in check during 
the war by arbitrary controls, jus- 
tified by the circumstances of war. 
But an effort to impose regulatory 
measures in peace time, to pre- 


pugnant in a democracy. Such can 
be accomplished only by volun- 


have acquired through bitter ex- 


I have a feeling that Americans 
are resolved that neither blind 


fare. We reject the fatalism of 
boom and bust, as we are trying 
to cooperate to open the way to 
To reach 


play. That obligation lies upon 
‘all of us—industry, agriculture, 
labor, and a Government dedi- 


1946 Net Operating 
Earnings of Bklyn. Trust 


Net operating earnings of the 
Brooklyn Trust Company of New 
York for the year 1946, after all 
expenses, interest and taxes, in- 
cluding provision of $390,500 for 
Federal income and State Fran- 
chise taxes, were $1,122,990, com- 
paring with $993,876 in 1945. Of 
the 1946 net earnings $300,000 has 
been earmarked for pension plan 
purposes. George V. McLaughlin, 
President, reporting this to the 
stockholders at the annual meet- 
ing on Jan. 13 stated that “profits 
on sales of securities and recover- 
ies on loans previously charged 
off were credited directly to re- 
serve accounts and were not in- 
cluded in earnings.” 


Mr. McLaughlin stated that the 
pension plan, providing retirement 
income beginning at the age of 65 
for all pérsons employed by the 
company five or more years, will 
become effective Feb. 1 next. 


The report of President Me- 
Laughlin had the following to say 
regarding government securities 
and loans: 


“Reflecting the end of war fi- 
nancing, the United States Treas- 
ury withdrew a total of $61,- 
304,954 from its war loan deposit 
account with the company during 
1946. As is generally known, 
funds were withdrawn propor- 
tionately from all banks carrying 
war loan accounts, and were used 
to pay off a portion of the publie 
debt. Deposits other than those 
of the United States Government 
increased $18,036,059 during the 
year, with the result that our to- 
tal deposits showed a net decrease 
of $43,268,894. Total deposits are 
still somewhat larger, however, 
than they were at the end of 1944. 


“As a result of the decrease in 
deposits caused by Treasury with- 
drawals, our holdings of United 
States Government securities were 
reduced to the extent of $42,129,- 
589, during 1946, and at the year- 
end totaled $147,846,449. Approx- 
imately 18% of our holdings ma= 
ture within 5 years; 69.1% either 
mature or become callable in from 
5 to 10 years, and 12.9% are not 
callable within 10 years. 


“Due to a decrease of $5,216,000 
in loans to purchase or carry 
United States Government securi- 
ties, total loans and bills pur- 
chased showed a net decrease of 
$2,263,000 in 1946. Other loans 
showed an increase of $2,953,000, 
reflecting an increased demand 
for business credit. Total personal 
loans outstanding increased 170% 
during the year. Our Consumer 
Credit Department, which is en- 
gaged in the financing of durable 
consumers’ goods, such as house- 
hold equipment and automobiles, 
through purchase of consumers’ 
notes from dealers, began opera- 
tions around the middle of the 
year. Although its growth has 
been handicapped by scarcities of 
the kinds of goods it finances, this 
department has shown satisfactory 
progress.” 


In his report Mr. McLaughlin 
observed that “it appears prob- 
able that banking income from 
government securities will be 
smaller in 1947 than in 1946 be- 
cause average holdings are prac- 
tically certain to be smaller.” 
Commenting further, he said: 
“Considerably more than half the 
$20,000,000,000 reduction in the 
public debt which took place in 
the last 10 months of 1946 repre- 
sented securities held by com- 
mercial banks. With the Federal 
budget balanced, on a cash basis 
at least, it seems unlikely that 
banks will have any occasion or 
opportunity to increase their gov- 
ernment security holdings in the 
coming year. 

“Tf business activity continues 
high, banks may be able to offset 
some of their loss of income from 
government securities by increas- 
ing their volume of commercial 
and other loans at slightly higher 
rates of interest.” 
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Consumer Credit—A Look Ahead 


(Continued from first page) 
losses and costs are concerned. 
Looking back on the last six years, 
we now realize that we could have 
bought any business offered to us 
without regard to credit or other 
factors, and our loss experience 
would not have been changed to 
any substantial extent. Further- 
more, during this period, collec- 
tion costs and collection difficul- 
ties were far less than that we 
had experienced heretotore. 
These conditions cannot last, and 
I therefore suggest that we forget 
all about our experience for the 
past six years, except perhaps for 
that part we can utilize in our 
mechanical operations. It is easy 
to forget because we do have a 
lot of thinking to do about how 
to get our house in order. 


.To Follow Pattern of Prewar 
Period 


The behavior of this business in 
the future will, in all probability, 
follow the pattern of the pre-1940 
period, and there is an abundance 
of information available on loss 
ratios, repossession ratios and 
costs of collection. However, we 
can see some general conditions 
ahead of us in the next few years 
that will aftect this business, and 
I think past experience will tell 
us about what to expect from 
them. First of all, consumer credit 
is going to be a much bigger busi- 
ness both in terms of volume of 
loans made, and in terms of out- 
standings. We can also expect the 
average loan to be higher. This 
prediction has been made so often 
and the reasons for it are so ob- 
vious that it is mere recitation to 
repeat them. A higher national 
income and the higher average 
family incomes will create more 
instalment buying and instalment 
borrowing. Consumer durable 
goods that create most of the in- 
stalment saie credit will be made 
available to a much larger pro- 
portion of the public than ever 
before because a much larger seg- 
ment of the wage-earner popula- 
tion now have earnings large 
enough to support the purchase of 
such goods and to establish credit. 
Secondly, the cost of automobiles 
and consumer durable goods is 
substantially higher than in the 
prewar period. Automobiles, for 
example, are priced from 30 to 
50% above 1940 prices. House- 
hold refrigerators and other house- 
hold appliances show about the 
same increase. In addition, new 
products are coming on the mar- 
ket which will further add to the 
total instalment-sale credit; tele- 
vision sets and deep freezers are 
examples of new products that 
will be mass-produced and sold on 
instalments. Thirdly, recent opin- 
ion surveys today show a much 
greater interest in purchasing on 
instalments than ever before. In- 
stalment buying has been sold to 
the public, and to a large extent 
the public’s experience with buy- 
ing on time has been sufficiently 
good to establish its popularity. 
Bank advertising and promotion 
of personal loans has greatly ex- 
panded the use of this type of 
credit for current consumer cash 
requirements. It has been inter- 
esting over the past few years to 
observe that loan companies and 
industrial banks that formerly ex- 
tended most of this credit are still 
maintaining outstandings equal to 
or in excess of prewar figures, de- 
spite the competition furnished by 
the thousands of banks who are 
now making personal instalment 
loans. The answer to this situa- 
tion can only be that more and 
more people are using this facility, 
and with its greater use, resist- 
ance to buying on time is rapidly 
disappearing. Certainly if buying 
on time is not popular, at least 
no substantial part of the public 


still looks upon it with disfavor. 


Enough Business to Go Around 
If the consumer credit business 
‘is to be made a bigger business, | 


should we let that realization af- 
fect our planning for the future? 
To be frank about it, it should 
influence us to stop worrying 
about the volume, to eliminate 
ruinous rate-cutting and assume 
that there will be enough busi- 
ness to around. Furthermore, the 
expansion of consumer instalment 
debt and greater public accept- 
ance of this facility makes the 
business important, in dollars and 
in terms of public service. We can 
expect more and more publicity 
and governmental attention in the 
form of regulation. That has been 
the trend in the past as the busi- 
ness has grown. So far, with few 
exceptions, regulation has been 
lightly applied and publicity has 
been favorable; yet we know that 
the instalment finance business 
has been anything but free from 
unfair practices. Loading of rates 
with “packs” for dealers, misrep- 
resentation of insurance cover- 
ages, unfair repossession methods 
and other abuses from now on 
will receive an increasing amount 
of public attention and govern- 
mental regulation will follow. 
Some regulation is probably de- 
sirable but, as we well know, once 
the government steps in, the ex- 
tent of its interference is not eas- 
ily controlled. Of more impor- 
tance, however, is how the public 
accepts this banking service. This 
activity of the bank may reach 
more people than all of its other 
activities combined and, generally, 
the people it will reach are those 
who heretofore had few, if any, 
opportunities to deal with a bank. 
Consumer credit is a grand oppor- 
tunity for private banking to sell 
itself to the public. It also rep- 
resents a great risk to private 
banking if it is poorly adminis- 
tered. 

The consumer credit business, in 
company with every other busi- 
ness is now, and will continue to 
be, faced with higher costs of 
operation. The postwar salaries 
and other costs of doing business 
obviously will be _ substantially 
greater than prior to the war. 
This business is a highly special- 
ized and detailed business and the 
cost of doing business is an ex- 
ceedingly important problem. The 
costs of conducting a consumer 
credit business represent a higher 
proportion of gross income than is 
the case of any other lending or 
investment activity of a bank. As 
in the past, profit from now on 
may come entirely from our skill 
in handling the business and from 
our ingenuity in developing tech- 
niques and methods that will ab- 
sorb higher operating costs. 


Matter of Rates and Charges 


The really important problem 
with which we have to contend 
today and tomorrow in this busi- 
ness is the matter of rates. The 
gross return on instalment loan 
business is much lower today in 
most areas than it was prior to 
the war. On the other hand, there 
has been a gradual increase in the 
size of personal loans, and as a 
result the average loan made to- 
day is somewhat higher than pre- 
viously. We therefore obtain a 
higher dollar gross with which to 
absorb the increased cost of oper- 
ation and perhaps to support a 
minor reduction in rate. There is 
a different story, however, with 
instalment sale credit. Gross re- 
turn today on instalment sale 
credit both before and after dis- 
tribution of dealer reserves is 
substantially lower than the re- 
turn which prevailed prior to 1941. 
Whether we like this. situation or 
not, it will continue for some time 
to come. Maybe it will continue 
until some banks and some fi- 
nance companies begin to take 
losses and find that their net earn- 
ings have not been large enough 
to pay the losses. Obviously, it is 
competition, particularly bank 
competition, that has forced rates 





downward. Anyone reasonably 
familiar with this business knows, 


as I have stated before, that our 
loss experience for the past five 
years has been nothing short of 
phenomenal. We will not need a 
major recession or depression in 
the next few years to materially 
change such an exceedingly favor- 
able experience. A continuance of 
a period of prosperity will still 
bring losses well in excess of any- 
thing we have assumed during the 
last five or six years. Further- 
more, we should recognize that 
one of our principal cost factors, 
the cost of collection, has been 
running far less than we can ex- 
pect under normal conditions. 
Once the public begins to get 
loaded up with instalment obliga- 
tions, we will again find it nec- 
essary to expend energy and mo- 
ney in maintaining the current 
status of our accounts. It is my 
opinion that without any credit 
losses of consequence, a large pro- 
portion of sales finance business 
is still being purchased at a loss. I 
am thinking particularly of house- 
hold appliance business, which in 
most metropolitan areas is being 
discounted at approximately 5% 
per annum. With the short terms 
and large down payments, the av- 
erage amount financed is around 
$120, which at the current rate 
yields a sum of $6 in finance 
charges. Very few consumer credit 
organizations have achieved 
enough volume or sufficient pro- 
ductive skill to handle a 12-month 
instalment account for $6. The 
result is that the bank or finance 
company is making no profit and 
has nothing available for loss re- 
serve. To further present this pic- 
ture, we should recognize the in- 
creased cost in soliciting or ad- 
quiring business. Floor-plan ac- 
commodations to appliance dealers 
at present rates is also a loss oper- 
ation. Of course, most people in 
this business today feel that their 
position will improve just as soon 
as they get more volume and just 
as soon as some relaxation of Reg- 
ulation W extends the terms. I do 
not agree with that reasoning be- 
cause I feel that increased volume 
and extended terms will in them- 
selves create the collection costs 
and the credit losses that we have 
been discussing. There is another 
argument that some bankers use 
that does not appeal to me. You 
do now and then hear bankers 
refer to 2 or 2%% net profit as 
a good return or a return that is 
better than the bank can obtain 
on government bonds. What is 
there good about a return like 
that on a risk business, particu- 
larly on a business where the loss 
experience from one year to the 
other can jump 2 or 212%? I sub- 
mit that the consumer credit busi- 
ness is a risk business in every 
sense of the word. Past experi- 
ence in this business does tell us 
that you have to build loss re- 
serves during good years to cover 
the inevitable periods of recession. 
The year 1937 was an excellent 
year for the instalment financing. 

By spring of 1938 losses were 
running three to four times the 
amount of the previous year. This 
business need not fear depressions 
if we prepare for them, and that 
is why we need a reasonable net 
return on our money. Let us look 
at it from another angle. Today 
practically every one has a job at 
a good wage. Practically every 
one therefore is a potential user 
of our service and are good credit 
risks. When a recession comes, a 
sizable proportion of our custom- 
ers will lose their jobs, but we 
cannot tell now who they will be. 
That is why experience with pa- 
per bought in 1937, a good year, 
was bad, and why paper bought 
in 1938, a bad year, was good. 


From now on it certainly looks to 
me that the practice of getting 
new business by cutting a com- 
petitor’s rate will be a highly ef- 
fective form of suicide. As I said 
before, the volume of consumer 





credit business in the years to 


come will be far in excess of any- 
thing we have known. 

In general, there will be enough 
business for every one. Perhaps 
not enough to support the whole 
bank, as some bankers have pre- 
sumptuously hoped, but enough to 
justify the importance of consum- 
er credit as a proper function of a 
bank. Lower rates are obviously 
an advantage to the instalment 
buyers, but not if the lowering 
of rates endangers the proper and 
sound continuation of the service. 


Future Field of Consumer Credit 


Let us take a quick look ahead 
at some of the conditions that we 
may expect to find in the more 
important field of consumer credit. 
Automobile financing has always 
been the most important and per- 
haps the most profitable form of 
consumer credit. At the moment 
we do not have a low-cost auto- 
mobile. Within a year the indus- 
try will have to produce low-cost 
automobiles, that is, cars deliver- 
ing for around $1,000, or the in- 
dustry will miss a large part of its 
market. Furthermore, terms will 
have to be lengthened, for the 
public just cannot meet the 
monthly payments that are now 
required. In round figures, the 
cash price of the popular make 
of automobiles have increased be- 
tween 40 and 50% since early 
1941. However, the cash buyer in 
normal times is only represented 
by about 40% of the market. The 
increase as of today, with the 
present instalment terms, would 
be substantially more for the time 
buyer. To illustrate, in the spring 
of 1941 a new Ford car could be 
purchased with a down payment 
of a little over $300 and the bal- 
ance could be spread over 24 
months at the rate of about $29 
a month. Today, in order to buy 
practically the same automobile, 
the time buyer must pay about 
$500 down, an increase of 50% in 
the down payment, and he must 
pay about $72 a month for 15 
months. That means an increase 
in the monthly payment of about 
150%. 

I think that illustration tells the 
whole story of the price resistance 
that the seller of automobiles is 
bound to meet just as soon as the 
top level of the market is si- 
phoned off. If the terms are not 
extended the public will not be 
able to buy the cars and we will 
have no problem at all. If the 
terms are extended, then the busi- 
ness that we do buy will be some- 
what more hazardous because of 
the longer term. Once again, past 
experience relates when we can 
expect trouble with extended 
terms. Long terms for buying cars 
are not the primary reason for 
increased losses. As a matter of 
fact, some lengthening of the term 
is advantageous since it reduces 
the size of the monthly payment 
and makes it easier for the car 
owner to meet his payment. The 
modern automobile is durable and 
it will outlast any reasonable term 
of payment. However, we do 
know that a reduction in prices 
of comparable makes and models 
over those of an immediately pre- 
ceding modei-year does cause re- 
possessions because a new car then 
can be obtained for not much 
more than is due on the old one. 
If cheaper cars are brought out in 
late 1947 or 1948, it is likely that 
the decrease in price will be rep- 
resented almost by a decrease in 
quality. But the two models may 
still be comparable to the disad- 
vantage of the old model. We can 
look for trouble unless we main- 
tain down payments. The substan- 
tial down payment is our only 
protection against price fluctua- 
tion and the next year or two will 


not be the time to consider any 
short down payment paper, re- 
gardless of the continuation of 
Regulation W. There will have to 
be some lengthening of terms on 
'new cars in order to bring the 
monthly payment closer to the 
pocketbook requirements of the 
public if we hope to maintain the 








market for cars that will be man- 
ufactured in the next two years. 


Used Car Financing 


The longer we hold to high 
down payments and short terms 
On used cars the better. Prices on 
used cars will decline from now 
on and perhaps the sooner they 
get down to something represent- 
ing real values the better. There 
seems to be no sound economic 
reason for granting more liberal 
terms on used cars. The supply 
of used cars that will be fed into 
the market for the next year or 
two by normal means is so small 
that they should be absorbed 
without the encouragement of ex- 
tended terms. A sizable propor- 
tion of the available used cars in 
the market is still coming from 
the use of the high price as the 
direct incentive. In general, the 
condition of most used cars is 
poor and when the cost of main- 
taining them in running condition 
is added to their purchase price, 
we wind up with a total that 
compares unfavorably to the cost 
of a new car. Obviously, such a 
situation is unsound and conse- 
quently used cars at present prices 
are anything but good collateral 
for loans cther than loans on a 
short term basis. Used car paper 
has always carried a substantially 
higher rate than new car paper 
for the very good reason that 
collection and loss experience on 
used car paper compares unfavor- 
ably with new car paper. Even 
when the merchandising and the 
quality have been reasonably 
good, repossessions of used cars 
have been from 8 to 10%. If new 
cars were presently available, I 
am convinced that repossessions 
of used cars would now be a 
problem with most of us that now 
have a volume of that paper, 


Appliance Finance Business 


The appliance finance business 
will, I think, present about the 
same problems in the immediate 
future as we have been consider- 
ing in automobile financing. All 
of the popular household: appli- 
ance items have increased in price 
from 40 to 50%. The current 
terms available on appliances 
make the real increase in prices 
to the time buyer several times 
50%. Consequently, in the imme- 
diate future, we must look for- 
ward to a substantial increase in 
the length of terms to be made 
available of appliances and some 
decrease, in the down payment 
required. We will then face sub- 
stantially the same situation that 
we do in the case of automobiles 
when the manufacturers of appli- 
ances begin to bring in their low- 
priced lines which are not being 
manufactured today. The demand 
for household appliances, furni- 
ture, radios and other consumer 
durable goods is undoubtedly tre 
mendous. The housing program 
in prospect will maintain this de- 
mand for some time to come. The 
average citizen needs not one of 
these items, but most persons need 
many of them. Since most of the 
items will be bought on the in- 
stalment basis, I am sure we will - 
find the typical instalment buyer 
tied up with a number of instal- 
ment accounts. This practice of 
overbuying on multiple instal- 
ment accounts was the primary 
cause of most of our collection 
and loss problems before the war 
and it will be again. 

Prior to the war, experience 
in handling household appliance 
paper was uniformly good. Terms 
were most liberal since as much 
as three years was given with 
nominal down payment require- 
ments. On such terms, reposses— 
sions ratios ran from 6 to 8%. If 
comparatively liberal terms again 
become available in the near fu- 


ture, it is possible that the repos- 
session experience might run 
higher because of the prevalence 
of overbuying and because of 
the imminent appearance of lower 
priced lines. Although terms must 
be extended, I hope that down 
payment requirements will be 
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maintained. Substantial down 
payments will keep down the 
pyramiding of accounts and will 
maintain equities against price 
changes, 


Personal Instalment Loans 


I think all of us connected with 
this business have been astounded 
at the tremendous increase of per- 
sonal instalment loans in the past 
year, I think the experience of 
my own bank compares pretty 
favorably with the composite fig- 
ures published by the Federal Re- 
serve System. The outstandings 


of this type of credit in commer- | 


cial banks at the end of 1945 
amounted to $302,000,000. As of 
the end of November, 1946, this 
outstanding had increased to 
$525,000,000. This increase seems 
even more remarkable when you 
realize that very little of that 
cash was used for the purchase 
of automobiles and consumer dur- 
able goods that usually represent 
the purpose of a good proportion 
of personal loans. As an editorial 
writer in the “Wall Street Jour- 
nal” pointed out a few weeks ago, 
the medical profession is not get- 
ting all or even a small part of 
the amount to which they would 
appear to be entitled if we can 
believe the loan purposes offered 
by the borrower. There is only 
One explanation and that is that 
the public or a large segment of 
the public is spending more 
money than it is taking in. If we 
come to that conclusion, I don’t 
see how we can feel too compla- 





cent about the security of these 


outstandings. The personal loan 
borrower is obviously a victim of 
the increased cost of living and 
perhaps a scaling down of the 
present budget will solve his 
problem and liquidate the loan. 
Average wages and wage rates 
have increased but the increase 
percentage-wise, is much less than 
the increase in cash instalment 
loans. The loan increase is also 
more substantial than the increase 
in the cost of living. Perhaps the 
best remedy is to apply the old 
remedy, tested by experience, 
which is to watch your personal 
lending closely in good times. We 
can afford to forget about our 
problem of building personal loan 
volume and concentrate on a ju- 
dicious selection of our risks. A 
loan made to capitalize an excess 
of current outgo against current 
income as a personal loan is no 
better than it is as a business loan. 
I think too many of us have con- 
tented ourselves with checking 
on the applicant to make sure he 
has a good payment record and 
neglected the more important de- 
termination where is the money 
coming from to make the pay- 
ments? 

To sum up this appraisal of the 
consumer credit business, I would 
say that banks are well on -their 
way to assuming a major part in 
servicing the instalment credit 
needs of the future. The business 
will be bigger than ever and if 
we can remember and use our 
experiences of past years, it will 
be as profitable as ever. 





Limitations of 
Government Spending 


(Continued from page 650) 


establishment of this independent 
country. 

Doubtless one of the tragic ex- 
amples of the effect of taxation 
towards the downfall of a govern- 
ment and the weakening of a na- 
tion is found in the history of 
France. There, through taxation, 
under the autocratic power of the 
existing government, the people 
became so burdened and harassed 
that they arose and destroyed the 
government that theretofore they 
had built up and supported. 

Not long ago I went through the 
Palace at Versailles, that impres- 
sive and extensive group of build- 
ings with its elaborate gardens 
and woods. While we may admire 
this majestic structure, it, in fact. 
is a monument to the recession of 
a nation, for I believe that France 
mever to this day has recovered 
from the oppressive results of a 
tax preying ruler who attempted 
to expand government indulgences 
beyonds the means of a citizenry. 
A nation once great in power has 
mever regained that strength. 

The ruling administration, the 
King, bent solely upon the ob- 
jective of creating a structure of 
beauty and a monument of pride, 
a benefit he doubtless believed 
was for the whole country, forgot 
the well-being of the people, upon 
whom were levied excessive taxes 
mecessary to build this handsome 
structure, and he thereby created 
a situation which eventually de- 
stroyed the rulers, and worse, 
wrecked the country’s progress. 

There, indeed, was a case of 
high ambition dedicated to the 
appearance of greatness and prog- 
ress, but forgetful of the lasting 
cost and the suffering which its 
creation brought about. 

Any people have to suffer much 
before they will revolt and destroy 
their established order of govern- 
ment and its traditions. But the 
crushing burden of taxation nec- 
essary to the building of the Pal- 
ace at Versailles, a dream of 
beauty and grandeur, was bought 
at the price of a crushed people 
and the eventual price of an im- 
poverished and weakened country. 

Thankfully, we do not have gov- 
ernment by succession of kings 
here. There is no possible need to 








destroy the person of those who 
rule in order to correct abuses. 
Under our system we have an ex- 
pression of the people’s decisions 
through elections. An election has 
been held. The result is known. 
Promises were made and they will 
be kept. Among those promises to 
our people are that we will live 
within our government income 
and that the burden of taxes will 
be lessened. To that end we must 
move now. 


The National Debt Should 
Be Considered 


We have certainly reached a 
point in this country today when 
we should consider the immense 
debt that is the people’s debt— 
when we _ should consider the 
amount of governmental income 
and the burden of taxes upon all 
people from the lowest income 
here to the highest—that a day 
for retrenchment has come when 
this government must in wisdom 
curtail its expenditures, however 
much such expenditures may be 
made towards something that we 
desire. Unless this be done we 
cannot remain sound, and unless 
we remain sound we cannot pro- 
tect ourselves and have the nec- 
essaries of life and enjoy a reason- 
able advancement and progress. 


End Spending Mania 

My remarks to you are ad- 
dressed to the point of what 
should be done now. I shall not in- 
dulge in a review of past expendi- 
tures except in a very summary 
way. You and I know that even 
prior to the war this government 
entered upon a course of spending 
that did not at any time consider 
the rule which we have just talked 
about, to-wit, the wisdom of af- 
fording it. The money was obtain- 
able, that is, it was obtainable 
from the people. One new venture 
and one more cost, and then an- 
other, were added and added until 
we found ourselves in a govern- 
ment spending spree that was car- 
ried to exorbitant and continuing 
growth. We found ourselves well 


made the problem greater and 
more impending. 

The time has come now to end 
wanton and excessive public 
spending. Only by this course can 
we hope to relieve our people in 
every walk of life, the wage 
earner, the pensioner, and all 
others, from a burden that takes 
too much of his substance and 
blocks his individual progress in 
life. 

It is my hope that with wisdom 
we may proceed to get upon a 
basis where we will live within 
our government income, and re- 
duce that income, and thereby re- 


protection of the people in enjoy- 
ment of their rights, with reason- 
able amounts advanced that may 
aid in general progress. 


Taxation not for Social Reform 


The concept of taxation as a 
means of social reform, or of per- 
petuating a particular group in 
power, is quite a different thing 
from a concept which simply re- 
gards taxation as a means of find- 
ing revenue to run necessary gov- 
ernment. The purpose and end of 
taxation is to run the government 
efficiently in the interests of all 
the citizens. 





duce the taxes of our people. An 
insolvent man is a very hapless 
and often a very useless person. 
An insolvent government means a 
useless government. 


Most officials active in national 
affairs declare for the balancing 
of the budget. We must go beyond 
balancing the current budget. In- 
deed, we must lower current cost 
and current taxes, and over a 
reasonable length of time retire 
the debt that rests upon every 
man, woman and child here. 

It may be well to point out the 
burden of debt under which we 
labor before we start to talk of 
cutting current expenditures and 
lessening annual taxes. 


On Dec. 17, 1946, the gross pub- 
lic debt and guaranteed obliga- 
tions of this country were $259,- 
081,991,902.57. You may be in- 
terested to know that that figure 
is $20,000,000,000 less than on the 
same day in the prior year of 1945. 
But do not permit this less figure 
to give you too much comfort be- 
cause the difference of $20,000,- 
000,000 was not in new funds, nor 
was it a repayment of money al- 
ready expended, but it was due to 
the recapture of appropriations 
and the application of certain cash 
balances remaining upon the ces- 
sation of hostilities. Those funds 
would have been spent had the 
war continued, but there was no 
new money in reduction of the 
debt. We did not reduce the debt 
out of our national current in- 
come. 

On Jan. 6, 1947, the gross public 
debt and guaranteed obligations 
were $259,341,992,616.48. 


Should Cut Taxes 


Another item to consider as we 
approach the question of what 
we shall spend and how much we 
shall cut taxes is the amount of 
income which we have received 
under the present tax system. I 
am advised by the Library of 
Congress that the total Federal 
tax collections for the fiscal year 
of 1945-1946 were approximately 
$40,000,000,000 from all sources. 
You who pay the taxes may know 
that the state tax collections for 
the same fiscal year totaled av- 
proximately $10,000,000,000. The 
total tax figure of $50,000,000,000 
is approximately one-third of the 
total income of the people of the 
United States for 1945-1946. 


Because of a starved market for 
civilian goods calling for immense 
production and trade, the $50,- 
000,000,000 figure is temporarily 
supportable. Even so, it. is defi- 
nitely too high a cost of govern- 
ment. Certainly we cannot base 
our tax structure for the future 
upon the inflationary period in 
which we live now because the 
time may come when this hungry 
market shall have been nearer 
satisfied, where production will 
be lowered because it is not so 
much needed, and where trade 
will be lessened. Your government 
should lead the way and lower the 
cost of its activities so that the 
tax burden, even though some 
would justify it with today’s large 
income, will be low enough to 
meet the situation if the national 
earnings become lower, and thus 
protect our people from a possible 
unbearable tax burden. 

What we need in our tax think- 
ing, as well as in other aspects of 
government, is to get back to the 
bedrock fundamental that govern- 








upon that course when war came. 
The material costs of war have 








ment should exist and act only in 
those essentials necessary to the 


There are certain obligations 
which government must meet. It 
must provide for national defense; 
it must pay interest on the debt; 
it should provide for the retire- 
ment of that debt; it must meet 
the obligations assured veterans; 
it should sustain that side of gov- 
ernment which we have under- 
taken under the broad term of so- 
cial security; and provide for such 
necessary public works as are ac- 
tually needed to meet a reason- 
able plan of progress. 

Those who advocate maintain- 
ing present tax levels at this time 
do so on the theory that Federal 
obligations must be paid off in 
more prosperous years. The 
trouble with this thinking is 
that nothing will ever be 
done unless some plan is adopt- 
ed and put into operation. We 
will find ourselves’ stumbling 
into less prosperous years with a 
tax plan and burden that will 
crush us. Such thinking will land 
us into sudden ruin if prosperity 
lessens. 


The chief difference between 
the situation facing this country 
now and that which faced the 


to war-time expenditures. 


ernment. 


Fixed Government Costs 
Government expenditures 


by taxation for 
classes of expenditures: 


1. National Defense 
Veterans 

Interest on the Debt. 
Retirement of the Debt 
Social Security 

Public Works 


Departments of the Govern- 
ment. 


Seer eS pf 


remain stable and with the 


uing, and it ought to remain so, 


by the proponents of that plan? 


000, a reduction of 20% 
in tax collections of $8,000,000,000 


taxes and a reduction of 20% 


the needs of government. 








country at the end of World War 
I is in the size of the public debt. 
Not all of this debt is attributable 
The 
budget has not been balanced 
since 1932, and any plan for tax 
reduction must necessarily take 
into consideration not only the 
great size of the national debt but 
the great obligations of the gov- 
ernment which stem from the wor 
and from the programs and new 
undertakings initiated by the gov- 


are 
naturally complex, but they fall 
into a general pattern. During the 
next few years we must provide 
the following 


Assuming that the national in- 
come for the next two years will 
de- 
mand for civilian goods contin- 


will it be possible to effectuate 
a flat 20% cut in personal income 
tax rates as has been advocated 


With total government tax col- 
lections remaining at $40,000,000,- 
of ali 
taxes would mean a net reduction 


This would leave a budget of 
$32,000,000,000 per year to be pro- 
vided for by taxation. Of the total 
amount of income from taxes, ap- 
proximately $20,000,000,000 is col- 
lected through individual income 


would be a reduction of $4,000,- 
000,000. A reduction of $4,000,000,- 
000 would leave upon the present 
basis an income of $36,000,000,000, 
which appears to be excessive for 


Such a budget should include 
not only current costs of govern- 
ment but a provision for payment 
on the debt. It appears that this 
can be done. I am advised that 
the Finance Committee of the 





































































Senate has considered this prob- 
lem and some think an even 
greater reduction may be effected. 
Those who advocate this plan feel 
that it will be possible to develop 
within two years a $25,000,000,000 
budget. The plan calls for a transi- 
tion budget of $30,000,000,000 until 
1948. 


When a friend of mine learned 
that I was to speak here this eve- 
ning he inquired upon what sup- 
ject I would talk. When advised 
that my subject would be upon 
taxation, he remarked that that 
was a very dry subject. 

I thought that perhops some of 
the dryness might be taken out 
of it for the American people if 
they could be assured that their 
Congress of today is intent upon 
reducing government expenditures 
and reducing the taxes now im- 
posed upon our citizens. I am glad 
to say to you that it is more than 
intent, because there has already 
been introduced into the House 
of Representatives, the body in 
which revenue measures must be 
first introduced, a bill carrying 
the designation of No. 1, which has 
for its purpose and carries as its 
title, “A Bill to Reduce Individual 
Income Tax Payments.” I refer to 
the bill introduced by the Hon. 
Harold Knutson, of Minnesota, 
the new Chairman of the Ways 
and Means Committee of the 
House of Representatives. 

While all the provisions of that 
bill may not prevail, while there 
will be questions, and maybe 
changes, yet it clearly shows the 
earnestness of your present na- 
tional legislative body to now at 
last proceed upon a definite plan 
with a definite purpose to reduce 
taxation. 

This week we also heard the 
President of the United States de- 
clare it to be his purpose to bal- 
ance the national budget and to 
bring about a situation where your 
government will once more live 
within its income. It is my belief 
that indeed the budget may be 
balanced and that taxes may be 
reduced. 

But this will be done only when 
expenditures are curtailed and 
government returns truly to the 
purposes for which it exists. 
There are some who declare 
that the first step is to balance the 
budget and not atempt to curtail 
taxes until the budget has been 
balanced. There is some good 
reasoning in that position. That 
plan would take it step by step 
and feel the way to see how much 
more the budget could be reduced 
once it had been balanced. 

On the other hand, while the 
moving is good in this direction, 
it is my hope that the budget will 
not only be brought within the 
present income of the government 
but that it will be brought so far 
within that income that substan- 
tial reduction in taxes may be 
made immediately. This is the 
view to which I subscribe. 

Let us move while we can to 
this end. The country has the 
right to expect this course and I 
have faith that it will be accom- 
plished. 


Home Building Check-List 

A bulletin designed for distri- 
bution by banks to their customers 
who are prospective home build- 
ers was mailed on Jan. 16 to 
member banks of the American 
Bankers Association by its Adver- 
tising Devartment. The bulletin, 
entitled “19 Steps, a Quick Check- 
List for Building a House,” con- 
tains 19 points which should be 
checked carefully by any one 
building a home, both for his own 
protection and to insure his get- 
ting just what he wants. The 
“19 Steps” is a special abridge- 
ment by the author of an article 
which appeared in “House and 
Garden.” It was written by Don 
Graf, building editor. 
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Our Federal Finances 


’ (Continued from page 648) 
given to effecting a substantial 
reduction in the public debt. 

We cannot afford a general re- 
duction of tax rates so long as the 
economy is confronted with strong 
inflationary pressures. Further- 
more, even when these pressures 
subside, we should maintain tax 
rates high enough to effect as 
rapid a reduction in the public 
debt as is consistent with the 
maintenance of a high-production, 
high-employment economy. 

It is necessary to keep the eco- 
nomic conditions which enter into 
the formulation of a well-balanced 
tax policy under constant review. 
If, in the light of this continuing 
review, some reduction in tax 
rates should be possible, I believe 
that these reductions should be 
concentrated in those areas where 
they will be the most useful in 
maintaining purchasing power and 
in providing the incentives neces- 
sary for a continued high level of 
production throughout the econ- 
omy. 

The Public Debt 

The gross public debt (including 
guaranteed obligations) amounted 
to $259.5 billion on Dec. 31, 1946. 
This was a decline of $20.3 billion 
from the peak of the postwar 
debt which was reached on Feb. 
28, 1946. 

This $20.3 billion reduction in 
the debt was accomplished by re- 
ducing the Treasury balance from 
a wartime level to a peacetime 
level. By the end of December, 
the Treasury balance was only 
$3.5 billion. The Treasury was 
able to use its cash balance for 
the purpose of debt reduction be- 
cause Federal expenditures were 
cut more rapidly than had earlier 
seemed possible; while tax receipts 
were maintained at a level not 
far below their wartime peak. - 

The Budget Message of the 
President envisages a continued 
reduction in the debt to be 
achieved by a surplus of Federal 
receipts over Federal expendi- 
tures. But no matter how success- 
ful we are in achieving debt re- 
duction, we will not be able to 
reduce greatly the magnitude of 
the problems of debt management 
for many years to come. The man- 
ner in which the public debt is 
handled will continue to affect 
the entire economy for a long 
time; and the problems cof debt 
management will continue to be 
@mong the major concerns of the 
Government. 

The interest cost of the debt 
does not represent an undue bur- 
den to the country from the stand- 
point of ability to pay. Although 
the annual interest payment is ap- 
proximately $5 billion, this is less 
than 3% of our gross national 
product at the current rate of 
close to $200 billion. Further- 
more, it is clear that by keeping 
the national product high, the 
burden of the debt can be kept 
relatively low. On the other hand, 
a sharp decrease in the national 
product could in one year increase 
the burden of the debt much more 
than we can hove to decrease it 
through many years of debt re- 
duction. 

About seven-eights of the $20.3 
billion reduction in the debt from 
the postwar peak to the end of 
1946 was effected in the holdings 
of the banking system. At the 
end of the year, the total holdings 


of Federal securities by non-bank 
investors were less than $3 billion 
under their holdings at the begin- 
ming of the debt-reduction ’ pro- 
gram. This concentration of debt 
reduction in bank holdings was 
made possible because the Treas- 
ury’s wartime policy of fitting the 
debt to the needs of the various 
investor classes had placed a large 
volume of short-term debt in the 
hands of the banking system. 


security and maturity, is well 
adapted to the needs of the vari- 
ous investor classes. There is, con- 
sequently, no occasion to change 
it, except when there is a corre- 
sponding change in these under- 
lying needs. Such a change was 
recognized in reducing short-term 
debt during the past year coinci- 
dent with a reduction in Treasury 
deposits in commercial banks. 

Interest Rates — There is one 
other aspect of public debt man- 
agement upon which I should like 
to comment at this point. I refer 
to the matter of interest rates. 

The low level of interest rates 
during the war permitted the war 
to be financed much more eco- 
nomically than any previous war 
in the history of this country or 
of any other country. The aver- 
age rate of interest on the public 
debt (including guaranteed obli- 
gations) on Dec. 31, 1945, was 
2.06%. At the corresponding date 
following World War I (March 31, 
1920), the average rate of interest 
was 4.19%. In each case, the great 
bulk of the outstanding debt had 
been borrowed in the war imme- 
diately preceding. 

The benefit of low interest rates 
in financing the war, and so in re- 
ducing the burden of the debt on 
the taxpayers of the country, is 
immediately apparent. 

The maintenance of stable in- 
terest rates during the transition 
period has contributed to the un- 
derlying strength of the bond 
market and has eased the prob- 
lems of reconversion, not only for 
the Government, but also. for the 
industrial and business enterprises 
of the country. This stability has 
promoted business confidence, and 
has been cf great importance in 
attaining a high level of employ- 
ment and production during the 
reconversion period. 

No anti-inflationary purpose 
would be served by raising inter- 
est rates at the present time. Pres- 
ident Truman has again empha- 
sized in his Budget Message the 
desirability of the continuation of 
low interest rates, 


Foreign Financial Policy 

In the field of foreign financial 
affairs, the United States Govern- 
ment has continued to pursue a 
broad program of financial aid 
and cooperation for the purpose 
of aiding the reconstruction of 
war-devastated countries and of 
fostering our objectives of ex- 
panding world trade on a multi- 
lateral basis and of promoting 
relative monetary stability. Our 
program of assistance has _ in- 
cluded not only active United 
States participation in interna- 
tional relief and financial organi- 
zations, but also a direct program 
of financial aid through Export- 
Import Bank loans for urgent re- 
construction and development pur- 
poses, loans which were specif- 
ically authorized by Congress for 
the United Kingdom and the Phil- 
ippine Republic, credit arrange- 
ments covering sales to foreign 
governments of surplus property 
located abroad, lend-lease settle- 
ments, and payment for currencies 
provided by foreign countries to 
our military forces during the 
war. 

At the end of the fiscal year, 
the International Bank for Recon- 
struction and Development and 
the International Monetary Fund, 
institutions in the creation and 
promotion of which the United 








The present structure of the 


States Government has played an 
active role, were advancing to- 
ward the stage of active opera- 
tions in their respective fields. 
The Bank has authority to make 
or guarantee loans to member 
countries for programs of eco- 


‘nomic development and of eco- 


debt, with respect to both type of |nomic reconstruction and the re- 


construction of monetary systems, 
including long-term stabilization 
loans. The Fund is designed to 
give temporary assistance to mem- 
ber countries in financing deficits 
in their balance of payments on 
current account for monetary sta- 
bilization operations. These insti- 
tutions should make an important 
contribution to the expansion of 
world trade and to the achieve- 
ment and maintenance of -high 
levels of employment, production. 
and purchasing power in the 
member countries. 

Pending the initiation of active 
lending operations by the Inter- 
national Bank, the Export-Import 
Bank, under the increased lending 
powers voted. by the Congress in 
1945, has authorized loans urgently 
needed for reconstruction of war- 
torn countries and for foreign de- 
velopment projects, in addition to 
continuing the type of United 
States foreign trade financing for 
which the Export-Import Bank 
was originally established. The 
United States Government’s pro- 
gram of foreign lending and in- 
ternational financial cooperation 
was further implemented by Con- 
gressional approval in July, 1946 
of a $3,750 million line of credit to 
the United Kingdom for the pur- 
pose of aiding that country in 
restoring her economy and of 
enabling her to relax restrictive 
trade practices which she had 
been forced to resort to because 
of the war and the drain on her 
financial resources. In addition, 
the large volume of credit which 
has been made available to for- 
eign governments for the pur- 
chase of surplus war property 
abroad will assist those countries 
in a quicker recovery of their eco- 
nomic activity without placing 
upon them an undue burden of 
large service charges during the 
recovery period. 

In the Bretton Woods Agree- 
ments Act which was approved by 
the President in July, 1945, there 
was established the National Ad- 
visory Council on International 
Monetary and Financial Problems 
to coordinate this Government’s 
program of international financial 
cooperation. The Council is com- 
posed of the Secretary of the 
Treasury as Chairman, the Secre- 
taries of State and Commerce, the 
Chairman of the Board of Gov- 
ernors of the Federal Reserve 
System, and the Chairman of the 
Board of Directors of the Export- 
Import Bank. The Council was 
directed to coordinate the foreign 
lending operations of United 
States Government agencies and 
to consult and advise with the 
United States representatives on 
the International Bank and the 
International Monetary Fund on 
all important matters arising in 
the administration of the Bank 


and the Fund, The coordination 
achieved through the National 
Advisory Council has resulted in 
a more effective application of 
United States foreign financial aid 
and has contributed to the sound- 
ness of this Government’s foreign 
financial program. 


Treasury Operations 

The preceding discussion applies 
primarily to present and prospec- 
tive conditions. During most of 
the fiscal year which ended on 
June 30, 1946, Mr. Fred M. Vinson, 
now Chief Justice of the United 
States, was Secretary of the 
Treasury. The report on opera- 
tions immediately following this 
introductory section, as well as 
the administrative reports, ex- 
hibits, and tables following there- 
after, apply, therefore, principally 
to the period of his administration. 


JOHN W. SNYDER, 
Secretary of the Treasury. 


To the Speaker of the 





House of Representatives. 





Freedom of Enterprise 
—Slogan or Reality ? 


(Continued from page 647) 


prefer to tolerate mistakes and 
temporary excesses within the 
framework of a free, privately 
operated economy if that is the 
price, as history surely teaches it 
is, of individual freedom and 
liberty of action. Mistakes can be 
corrected and excesses can be 
righted by the ballot. But freedom 
and liberty, once lost, can only 
be regained by the sword. 


Strengthen Free Enterprise System 


Our task is to strengthen every 
fibre in the fabric of our tradi- 
tional American system so that it 
will be impervious to assault from 
without and equally resistant to 
inflammability by a small, though 
noisy, group of agitators from 
within. We need not fear that the 
red pattern of communism will be 
impressed upon the cloth of demo- 
cratic capitalism if our system 


‘genuinely functions with efficien- 


cy and equal justice to all. The 
real danger is that the friends and 
true beneficiaries of private own- 
ership might damage the fabric 
by exacting special privilege at 
the expense of other groups in the 
community. The working man, no 
less than the employer, has a vital 
interest at stake. Hence freedom 
of enterprise is not a system de- 
signed to protect big business 
alone, nor merely a device of the 
investor to claim exemption from 
bureaucratic control. The worker 
and professional man, the small 
businessman and the consumer 
must also be guaranteed freedom 
of enterprise. In brief, unregulated 
monopoly in any form cannot be 
allowed to exist as that is the 
antithesis of the American way. 
There should be no monopoly of 
capital, of labor or of government 
imposed upon the stream of com- 
merce. Freedom of enterprise 
means equal opportunity for all 
under laws that are fair and 
eauitable. The peace, prosperity 
and well being of the whole com- 
munity is paramount—the public 
interest must be given dominant 
consideration. 


Free Enterprise Not a Reality 


A review of the past fifty years 
in this country might justify one 
in saying that at no time has free- 
dom of enterprise, in its larger 
sense of equal opportunity and 
justice for all, been a reality. 
Prior to the early nineteen 
thirties, business managers at 
times forgot they had a public 
trust and allowed abuses to exist 
in the private enterprise system. 
It is an historical fact that many 
business reforms were accom- 
plished only after bitter opposi- 
tion by corporate owners when 
farsighted statesmanship should 
have dictated their voluntary 
adoption. The regulation of utili- 
ties and the railroads; supervision 
over insurance companies and 
banks; factory inspection and 
workmen’s compensation laws; 
regulation of securities markets; 
compulsory unemployment insur- 
ance and old age benefits to in- 
dustrial workers, are all instances 
of reforms imposed upon business. 
At each step of the way private 
ownership sacrificed some part of 
its fredom of enterprise and gov- 
ernment regulation enlarged the 
area of its control because prac- 
tices developed or conditions ex- 
isted which were not in the larger 
public interest. 


Within the past fifteen years 
freedom of enterprise has hardly 
been more than an apt slogan. The 
individual citizen, particularly the 
wage earner, has suffered an 
alarming loss of freedom. The 
heavy and deadening hand of gov- 
ernment, acting through inexperi- 
enced visionaries and reformers, 
has at times assumed the reins of 
business management. We _ wit- 
nessed the NRA with its attempt 





to throttle competition and regu- 
late prices. We saw the policy of 
planned scarcity in a land of 
plenty. The dollar was devalued 
without compensation to the pub- 
lic. The tax structure was utilized 
to enforce reform. The attempt was 
made to spend our way out of a 
depression. Government operation 
of private facilities was fostered. 
The black market was born out 
of shortages of food, clothing and 
equipment induced through price 
and production controls. Inflation 
of the currency and expansion of 
the bureaucracy has gone on 
space. Indeed the marvel is that 
the enterprise system has with- 
stood so well the stresses and 
shocks of the times and has 
managed to retain its virile force 
notwithstanding. Let no one deny 
the miracle of production by 
American industry during the war 
despite these handicaps. 


Organized Labor Menopolistic 


In its turn organized labor has 
become monopolistic, reckless and 
irresponsible — causing untold 
losses to the whole community, 
generally ignoring management 
and at times ignoring government 
as well. Big business or any one 
businessman never had the power, 
whether through monopoly or 
through dominance of the legisla- 
ture—and if such power ever ex- 
isted ever dared to exercise it—to 
stifle completely the life of a com- 
munity and paralyze the economic 
life of the country as has labor 
leadership recently. The latest 
coal strike which a Federal judge 
aptly characterized as an act of 
anarchy was but an extreme case 
of general disregard for law and 
public welfare. We have seen the 
activity of a great city such as 
Pittsburgh or New York brought 
to a halt, in the first case by a 
handful of utility workers and in 
the second by a few tugboat work- 
ers who felt impelled to obey the 
command of a labor leader. 


What are some of the measures 
which one who claims no superior 
wisdom and who hopes is not par- 
tisan in viewpoint can suggest for 
a betterment of conditions and 
strengthening of the free enter- 
prise system? 


What Should Be Done 

First, individual incentive 
should be restored. This involves 
a revamping of the tax structure. 
The burden of income taxation on 
personal incomes has become so 
high that the classic notion of 
Horatio Alger that a poor Ameri- 
can boy by dint of hard work and 
industrious effort could on his 
merit become a well to do man 
has passed into the discard along 
with the horse and buggy. The 
progressive rates of taxation have 
become so steep that ability is 
penalized. If the goose which lays 
the golden egg has not been killed 
it is slowly being choked to death. 
The present rate of corporate tax- 
ation makes difficult the growth 
of small businesses through rein- 
vestment of earnings. And the 
taxation of dividends at surtax 
rates destroys most of the reward 
which the successful businessman 
may ultimately draw for his per- 
sonal needs or to provide a liquid 
estate. An individual with a net 
income of $10.000 is presently sub- 
ject to 22% Federal tax. At $30,- 
000 a tax of 40% is imposed. Out 
of $50,000 the tax collector re- 
ceives 50% and from $100,000 
about 63% must be paid in tax. 
Assuming an _ individual could 
earn $50,000 a year for twenty 
years his net estate, after present 
taxes and reasonable living ex- 
penses, would be approximately 
$150,000 or only 15% of the gross 
earnings, and this if invested in 
high-grade bonds would produce 
about $4,000 a year. 

Secondly, the country desper- 
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ately needs a reduction of Fed- 
eral spending. For sixteen years 
we have had a continuous succes- 
sion of Federal deficits. Accele- 
rated enormously by the cost of 
the war, the public debt now 
amounts to $260 billion. Allowing 
for all the national emergencies 
proclaimed by the Administration 
before the war and the waste of 
war itself, there are yet huge ex- 
travagances of the Federal bu- 
reaucracy which have added bil- 
lions to the public debt. The asser- 
tion is often made by spokesmen 
for the government that the oppo- 
nent of spending should identify 
the services which can be dis- 
pensed with and the exact places 
where cuts can be made, If this 


were meant seriously the President | 


might try appointing a committee 
of certified public accountants to 
perform the task. It could be the 
most useful public service ever 
rendered by the profession. The 
independent public accountant 
would have an objective and im- 
partial approach which the poli- 
tical or civil service representa- 
tive could not possess. By training 
and experience the professional 


accountant is beat qualified to|™&SS picketing of a premise with 
sever red tape, to eliminate waste | 18 use of force to prevent en- 
the essential ‘ance to or exit from property, 
service while combatting the non- | Whether by employees who do not 
essential. Although the task would | Wish to join the strikes, employees 

the result | Whose work is not related to the 


and to recognize 


be arduous and long 
would be elimination of hundreds 
of millions, yes billions of dollars 
from the budget. There are 2,808,- 
000 civilian workers on the Fed- 
eral payrolls. 
ing for old age assistance, veterans 
and the active and retired army 


and navy personnel, there are 16) 
millions being provided for at' 


public expense. The huge cost of 
the Federal program now repre- 
sents a charge of $50 per month 
for each person gainfully em- 
ployed in the country. 


The central fact is that the 
overpowering public debt and the 
swollen Federal bureaucracy 
bring about a budget which most 
students agree will not be less 
than $25 billion and which: the 
Administration, be it Democratic 
or Republican, finds difficult to 
reduce below $35 billion. This in 
turn will require continuing op- 
pressive income taxes on both in- 
dividuals and corporations. These 
are dangerous handicaps to the 
free enterprise system because 
that system on this basis is re- 
quired to maintain a national in- 
come of nearly double the level 
of 1939 which was a year of rea- 
sonable prosperity. It signals the 


continuance of high prices, high 
wages and high taxes. It means 
cheap money with a low return 


on capital. It encourages specula- 
tion and inflation. It allows too 
little reserve of accumulated capi- 


tal to weather a business de- 
pression which some_ reputable 
economists see a year or two 


ahead. 


A New Labor Code Needed 


Thirdly, and perhaps of most 
importance, to the strengthening 
of the free enterprise system is 
the drafting of a new labor code. 
This does not mean repeal of all 
labor legislation, much of which 
is beneficial. Collective bargain- 
ing through union representation 
will of course continue. The vast 
majority of union members are 
and want to be honest, patriotic, 
law abiding American citizens. 
They are not fomenters of strife 
or advocates of a foreign ideology. 
But the working man is held in the 
tight grip of a selfish minority 
which has created through coer- 
cion and force a tyranny that 
should no longer be tolerated. The 
idea of a union closed at both 
ends should be declared illegal. It 
is a frequent practice of unionism 
to deny membership to those who 


do not pay high entrance fees and 
at the same time to prevent em- 
ployers from offering jobs to any 
who are not members of the 
union. When this practice is com- 
bined with industry-wide labor 


contracts the monopoly evil can 
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Altogether, allow- |! 


we pau WwW eXISL 1N 16S WOrst iorm. 
This is not an issue solely for 
management and labor negotia- 
tion. The public interest and the 
liberty of the citizen under our 
constitution are endangered. It is 
to be hoped the Congress now in 
session will act to cure the evil 
and that the Department of Justice 
and the Courts will stamp out the 
monopoly of union leaders over 
the workers. 

Manifestly the National Labor 
Relations (Wagner) Act must be 
revised at an early date to restore 
equality between industry and 
organized labor and to assess re- 
sponsibility upon the present labor 
dictatorship. The revision may 
well be broad enough to be the 
new charter of freedom for both 
management and labor in the area 
of greatest danger to our free en- 
terprise system. Strikes against 
public utilities and related basic 
industries should be unlawful just 
as are at present strikes against 
the government. 

Secondary boycotts, sympathy 
strikes and jurisdictional strikes 
should be outlawed. Above all 


_union, owners of the business or 
the public generally, should not 
| be tolerated in a country which 
calls itself free. 


There needs to be set up a 
tribunal where the issues over 
| wages, working conditions, hours 
of employment and the like can 
be dealt with in a calm, orderly 
atmosphere. In no field of human 
relations other than the field of 
management-labor relations, are 
disputes taken to the streets for 
settlement and the parties allowed 
to interfere with the peace of the 
general community. Businessmen 
who differ over a contract must 
seek settlement in a court of law. 
Neither party is allowed to inter- 
fere forcibly with the activity of 
the other or to restrain him physi- 
cally from use of his property. 
Where domestic differences occur 
the parties either reconcile their 
dispute or settle the matter in a 
divorce court. The use of force, 


be considerably lowered. The 
question is whether this need 
occur in a precipitate fashion ac- 
companied by the ills and disloca- 
tions of an economic depression. 
Or whether it may be done in an 
orderly way accompanied by fuil 
employment and_ uninterrupted 
production. For a decade and a 
half the productivity per worker 
has declined as the rate of pay has 
increased. The first step to bring 
about a more balanced economy 
is to increase productivity at the 
present rates of pay. This does 
not mean the sweating of labor. 
The lifting of featherbed rules, 
reduction of absenteeism, elimina- 
tion of work stoppages and a full 
day’s effort by every worker will 
promptly bring about a lowered 
production cost. As this is achieved 
lower prices will follow and in- 
creased purchasing power will 
assert itself to stimulate more out- 
put. The real wages of the worker 
will be greater and as prices seek 
constantly lower levels the rates 
of pay may with safety be low- 
ered without infringing upon the 
real wage. 

At his point the business owner 
must not make the mistake of 
withholding prompt price reduc- 
tions to the consumer in order to 
reap added profit. Just as manage- 
ment cannot now grant further 
increases to labor without increas- 
ing prices so should management 
not expect to maintain prices as 
production costs are reduced. The 
thesis has lately been advanced in 
the Nathan report that a 25% in- 
crease in wage rates could be paid 
out of the profit margin of indus- 
try. The fallacy of this assertion 
lies in the fact that for the year 
1945 total corporation profits were 





only 8% of total compensation and 
if the entire profit margin were 
devoted to a wage advance there 
would still have to be a substantial 
price increase to meet the Nathan 
goal. It is fair to assume that after 
the long and unhappy experience 
private management has had with 
outside interference it will not so 
soon again forget its responsibili- 
ties to the public as to hinder a re- 
turn to a normal, balanced econ- 
omy. Strong as is the profit motive 
—and this is the sparkplug of the 
private enterprise system—every 





intimidation and violence will 
have to be eliminated from labor 
disputes. This one reform will go 
a long way to eliminate the 
racketeer and the gangster who 


to represent. It will also remove 
a lot of the opportunity for the 
agitator who thrives best when 
chaos, confusion and violance are 
present. 


Steadying of Costs and Prices 


Finally, in the interest of a 
strengthened enterprise system, 
the spiraling action of costs and 
prices should be halted. The re- 
cent call for a moratorium on 
labor advance and on work stop- 
pages is timely. During the war 
the quality of goods and services 
steadily deteriorated while the 
price level steadily advanced. 
Since the victories of 1945 prices 
have moved rapidly upward un- 
der the pressure of increased pro- 
duction cost. The ultimate con- 
sumer is paying more money for 
less goods whereas the strength 
of our economy heretofore lay in 
its ability to provide more goods 
for less money. The decline in 
purchasing power is particularly 
burdensome to a large segment of 
the population whose income is 
relatively stable. The teacher and 
the shopkeeper, the pensioner and: 
the office worker, the editor and 
the policeman might well ask 
whether they are the forgotten 
citizens. The United States with 
5% of the world’s population has 
50% of the world’s industrial out- 
put. The potential of this machine 
is too great to deny to any of its 
citizens an abundance of the ne- 
cessities of food, shelter and cloth- 
ing, or to withhold from their 
reach many of the luxuries. 

It appears definite that the 
price level in many lines should 





prey upon the worker they profess | 





instinct of self preservation will 
| dictate full cooperation of man- 
agement in the orderly deflation 
of the price structure. 

We as a nation know what we 
want although we differ greatly 
at times in the method of getting 
it. The people of this country want 
freedom of enterprise. They have 
faith in the system under which 
America has prospered and be- 
| come strong. The employer, the 
worker and the ultimate consumer 
can be at one and the same time 
partners and beneficiaries in an 
economy of plenty where special 
privilege is granted to none. Res- 
toration of individual incentive, 
reduction of Federal spending and 
bureaucracy, emancipation of the 
worker from the monopoly of 
unionism and expansion of con- 
sumer purchasing power through 
cost and price reduction will make 
freedom of enterprise a reality. 


Landis of Chem. Bank 
Awarded Scroll 


Edgar B. Landis, Trust Officer 
of the Chemical Bank & Trust 
Company of New York was one 
of eight alumni of the University 
of Pennsylvania who were 
awarded a scroll at the annual 
Founders Day exercises of the 
University in Philadelphia on 
Jan. 18. Mr. Landis has been 
President of the University of 
Pennsylvania Club of New York 
City for four years and is well 
known as a teacher and writer 
on trust subjects. 








of universal training differs from | 
the old idea of conscription. 

I do not wish to be misunder- 
stood. Possibly peacetime con- 
scription may now be necessary. 
That is not the subject on the 
agenda and I do not intend to 
argue it pro or con. My point is 
simply that if we do not want to 
get hopelessly confused we ought 
not to call conscription “universal 


training’: nor Communism ‘“de- 
mocracy”; nor industrial dictator- 
ship “free enterprise,’ for that 


| 
matter. 
Let us call a spade a spade and 
not, as the English Navy defined 
it: “a bloody hagricultural hin-| 
strument.” It is of course true} 
that “a rose by any other name| 
would smell as sweet.” That un-| 
deniable fact, however, doesn’t 
justify you in asking the florist 
to send out an odorous cluster of 
skunk cabbage for your wife’s 
birthday. You may have roses in| 
mind, but if you don’t get the 
idea of roses across it is probable 
that something less agreeable will | 
be delivered. 
So if we can’t agree on the na-| 
ture of liberty we are likely, even 
though we pledge our lives, our | 
fortunes and our sacred honor to 
liberal causes, to obtain something 
which is vastly different from 
what we seek. History is full of 
instances where precisely that has 
happened, often because words 
were used to conceal rather than 
to reveal the actual objectives of 
leadership. That is what produces 
disillusionment—the eventual, in- 
evitable evaporation of earlier 
illusion. It is more than 2,300 
years now since Plato wrote, in 
“The Republic,” that: ‘Liberty, 
getting out of all order and rea- 
son, passes into the harshest and 
bitterest form of slavery.’ Yet 
today that aneient warning re- 
mains timely, simply because it is 
deeply thoughtful and _ wholly 
honest. The values in those at- 
tributes—thought and honesty— 
are eternal. 

Another honest thinker, much 
closer to our day, was also both- 
ered by the easy way in which 
the word ‘“‘Liberty’”—and therefore 
the idea of liberty—is misused. 
In Baltimore, on April 18, 1864. 
as the Civil War moved on to its 














ordained culmination, Abraham 
Lincoln said, with characteristic 
simplicity: 


“The world has never had a 
good definition of the word 
‘liberty’ and the American peo- 
ple, just now are much in want 
of one. ... We all declare for 
liberty; but in using the same 
word we do not all mean the 
same thing. With some the word 
‘liberty’ may mean for each man | 
to do as he pleases with him-| 
self, and the product of his 
labor; while with others the 
same word may mean for some 
men to do as they please with 
other men, and the product of 
other men’s labor. Here are two, 
not only different, but incom- 
patible things, called by the 
same name, liberty.” 


When Lincoln said that liberty 
to some means “to do as they 
pleased with other men, and the 
product of other men’s labor,” he 
was of course referring to the 
system of human slavery. That is 
long since abolished, yet I fear 
that liberty to some still means 
“to do as they please with other 
men.” If so, now as in 1864, those 
with that conception continue to 
be very much in want of a defi- 
nition of liberty. Indeed, I feel 
sure the need is general. Probably 
it would be difficult, even in this 
unusually gifted group, to obtain 
one definition of liberty which 
would satisfy us all. 

Nevertheless, I shall be bold 
enough to attempt the task. Lib- 
erty, I suggest to you, is not a 


| 





condition to be attained, like 
freedom, but rather an instinctive 





dynamic quality which emanates 
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how, when and why the new idea| —sometimes strongly and some- 
times 
That idea of liberty as an innate 
quality was what Thomas Jeffer- 
son emphasized when he said: 
“The God who gave us life, gave 
us liberty at the same time.” And 
that is what Byron had in mind 
when he began his famous sonnet 
on “The Prisoner of Chillon” by 
saying: 


feebly—from individuals. 


“Eternal Spirit of the chainless 
Mind, 

Brightest in dungeons, Liberty, 
thou art!” 


Now if liberty is a quality which 


emanates from individuals, as I 
expect you will agree is the case, 


it follows that liberty can never 
be created by government. Gov- 


ernment can certainly establish 
eonditions, like those of freedom 
or slavery, which are favorable or 
unfavorable to the quality of lib- 
erty. Government can also act to 


“secure the Blessings of Liberty,” 
which the Preamble to the Con= 
stitution specifies as the culminat— 
ing aim of our political system. 


| But no government can create the 


quality of liberty, for that is the 
gift of Divine—not human—Au- 
thority. 


True Meaning of “Liberty” 


I shall not apologize for time 
spent in seeking to define liberty 
at the outset of an institute de- 
voted to the Economics of Current 
Trends in Wage Determination. 
For the program assumes that the 
current trend in this field is one 
of liberalism, and how can we 
know the meaning of the doctrine 
of liberalism; or the meaning of 
the action of liberation; or the 
position of the person who claims 
to be a liberal, unless we agree 
on the meaning of the parent 
noun “liberty”? And let me af- 
firm that tyranny will remain 
| just as foul—will in the long run 
| prove just as cruel—even if it is 
called liberty by some who vocif- 


/erously identify themselves with 
| “liberalism,” but who actually be— 
|lieve in the suppression of free- 


dom, 


In a noteworthy speech which 
he delivered at Syracuse Univers- 
ity last April, our Moderator, Sen- 
ator Ball, drove close to the heart 
of this whole problem. ‘The po- 
litical opposite of liberalism,” he 
wisely said, “is not conservatism.” 

That is because liberalism, prop- 
erly defined, is wholly a matter 
of one’s viewpoint towards other 
human beings, regardless of 
whether they are Germans or Es- 
quimaux, black or white, Moham- 
medans or Jews. A conservative, 
if his objective is to conserve a 
fine tradition, can be completely 
liberal as long as he respects the 
opinions and rights of other indi- 
viduals. By the same token a 
Communist, if he maintains that 
non-Communists deserve no such 
respect, is an extreme reactionary. 
For no human failing is more 
primitive, or more subject to 
vicious exploitation, than is in- 
tolerance. 


So economic liberalism, as E 
understand it, is an attitude in 
respect to economic problems 
which consistently respects the 
personalities of other individuals. 
The employer is liberal when he 
regards his workers, not as hands 
but as men and women with prob- 
lems, needs and desires in no way 
essentially different from his own. 
The employee is similarly liberal 
when he recognizes that manage- 
ment is beset by problems which 
simply cannot be solved without 
his wholehearted cooperation. The 
average citizen, who is seldom di- 
rectly concerned in an industrial 
dispute, but whose welfare is in- 
creasingly affected by such dis- 
putes, is liberal when he refuses 
to take sides with either manage- 
ment or labor, but continuously 
emphasizes the simple truth that 
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the only alternative to industrial 
warfare is industrial cooperation. 

I have defined economic liberal- 
ism as that attitude of mind which, 
in the sphere of business, respects 
the personality and, unless cause 
to the contrary is shown, the in- 
tegrity of others. I have laid down 
certain principles of action, indi- 
vidual and group, which seem to 
me to follow directly from that 
definition. As a part of my small 
contribution to these proceedings 
I would like to attempt at least 
one application of the principles 
which spring from accurate def- 
inition. 

Liberalism Unqualifiedly Indorses 
Collective Bargaining 


Economic liberalism, I think, 
must give unqualified indorse- 
ment to the procedure of collec- 
tive bargaining. If every em- 
ployer were a saint and every em- 
ployee a bum—and the reverse of 
that is just as probable or improb- 
able—it would still be unfair, and 
therefore illiberal, for the em- 
ployer to bargain with the em- 
ployee man to man. In such an 
operation the employee simply 
does not hold the cards. The haz- 
ards of life alone make it neces- 
sary for every business to be or- 
ganized in such a way that an in- 
dividual is indispenable. Because 
he is not indispensable the indi- 
vidual employee, no matter what 
his competence, is unable to nego- 
tiate effectively on working con- 
ditions as an _ individual. The 
threat of discharge has him 
bound. “Take it or leave it’ is 
the ace of trumps in management’s 
hands. 

When labor is 100% organized 
—through the device of the closed 
shop—it looks at first glance as 
though the shoe were on the other 


individual, not legislative, settle- 
ment. 

That, also, is a reasoned posi- 
tion. The liberal agrees with Lord 
Acton that “all power corrupts 
and absolute power corrupts abso- 
lutely.” If there is one single les- 
son which history makes clear to 
the student, that is it. And be- 
cause they recognized this lesson 
the founders of our Republic did 
everything possible to prevent a 
concentration of political power. 
Our political system does more 
than divide governmental author- 
ity between the Federal and State 
governments; it also separates the 


| legislative, the executive and the 


judicial authority in each of them. 


It is belief in this system of 
checks and balances, and nothing 
else, which makes our country the 
great stronghold of liberalism— 
and the last stronghold of liberal- 
ism— in the world. And real lib- 
erals will fight, at the drop of a 
hat and to their last breath, 
against anything which threatens 
to upset this delicate balance of 
power. Such an upset is always 
threatened when the State inter- 
venes to give any element in 
society a monopoly. That is why 
our Constitution expressly prohib- 
its the establishment of a nobility. 
or of a dominant church, or of 
the arrogation by the central gov- 
ernment of a single power not 
delegated to it by the Constitu- 
tion. If this is good political doc- 
trine it is also good economic 
doctrine. 


Most of us realize that the spirit 
of our government requires the 
State to take action to prevent 
the establishment of a private 
monopoly. We seem to forget, 
however, that it is equally impor- 
tant to keep the State from estab- 
lishing its own monopolies. And 





foot. The union representatives 
seem able to lay down the law in 
just as arbitrary a fashion as the 
most tyrannical employer ever 
could. But actually there is an 
important difference. When a 
shut-down results from demands 
made in a closed shop, the work- 
ers as well as management tem- 
porarily lose their means of live- 
lihood. Only the worker suffers 
when the situation is such that he 
can be discriminated against as an 
individual without due cause. 

In my opinion the philosophy of 
economic liberalism forces an 
honest and objective thinker to be 
very slow in condemning the de- 
vice of the closed shop, and the 
checkoff whereby it is most easily 
imposed. When there is a closed 
shop, management is still far from 
helpless in dealing with employ- 
ees. In the open shop the individ- 
val worker is still helpless in 
dealing with management. Since 
the aim of economic liberalism is 
to give scope to the quality of 
individual liberty, the liberal 
must always by sympathetic to- 
wards cooperative procedures 
which strengthen the bargaining 
position of the individual. 

Of course this may mean that 
the liberty of a minority is con- 
strained so that the liberty of a 
majority may have more scope. 
But that happens whenever you 
stop for a traffic light. It seems 
to me that the monopolistic aspect, 
rather than the alleged restraint 
on individual liberty, is the worst 
feature of the closed shop, from 
the liberal viewpoint. 


Closed Shop Should Not Be 
Mandatory 


In arguing that Economic Lib- 
eralism demands ' sympathetic 
consideration of the closed shop, 
it is essential to add one very im- 
portant qualification. This device 
should be permitted, but should 
never be enfcrced, by law. The 
true liberal will oppose any at- 
tempt to make the closed shop 
mandatory, unless it is the gen- 
eral will of the employees in a 
particular unit that it should be 
mandatory. The issue is one for} 


that is the modern tendency, 
whereby political as well as eco- 
nomic liberty—they are only dif- 
ferent aspects of the same thing— 
may easily be crushed. The Wag- 
ner Act, which does not stop at 
removing obstructions to trade 
unionism but proceeds to make it 
monopolistic and to alienate man- 
agement from labor in the fancied 
interest of unionism, is the more 
illiberal because it opens the door 
for government to take over trade 
unionism. 


A Fair Deal for Wage Earners 


Economic Liberalism demands 
a fair deal for wage earners. But 
it also demands that the State 
shall not weigh the balance of 
power in behalf of organized la- 
bor or any other element in the 
community. That, of course, is in 
the long-range interest of labor 
just as much as it is in the interest 
of management, and of all other 
organized and unorganized in- 
terests. I think the average wage 
earner is beginning to realize this 
fact. 


Certainly the confusion result- 
ing from opportunistic thinking 
was demonstrated in the recent 
coal strike. Then the Administra- 
tion, which had encouraged labor 
aggression against private man- 
agement, proceeded ruthlessly to 
crush exactly the same sort of 
aggression directed against public 
management. I confess to being 
surprised that the Government’s 
refusal to apply its own principles 
to its own conduct was not more 
emphasized, for this inconsistency 
made no sense unless one believes 
with the Communists that private 
ownership is inherently evil and 
State dictatorship inherently good. 

Whether he is discussing wage 
determination, or any other diffi- 
cult economic or political problem, 
there is one underlying truth 
which the real liberal will never 
forget. This is that power, poli- 
tical or economic, should always 
be divided and balanced, for the 
simple reason that concentration 
of power, economic or political, 
invariably leads to the corruption 
of those who exercise it, and to 
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it is exercised. That is why the 
enormous growth in the power of 
the State is such an alarming 
characteristic of our time. Society, 
and the individuals who compose 
it, are being drained of vitality 
for the constant aggrandizement 
of this insatiable Leviathan. 


The Hypertrophy of Bureaucracy 


Since the: State effects this 

drain through the device of taxa- 
tion, and since all of us are at the 
moment tax conscious, it is not 
apart from the scope of this In- 
stitute to consider how wage de- 
termination is being affected by 
the hypertrophy of governmental 
functions. In the fiscal year 1915- 
1916, during which we were pre- 
paring to get into World War I, 
U. S. Treasury receipts totaled a 
little under $780,000,000. During 
the fiscal year 1945-1946, during 
which we emerged from World 
War II, these receipts amounted 
to $44,239,000,000. Averaging it 
out, this means that during the 
year ending July 1, 1946, the 
American people paid over to| 
their central government each 
week more than they were paying 
in a whole year when you and I 
were young. 
I cite these appalling figures 
because they help to show us how 
important theory, based on sound 
definition, has become. After we 
have made generous allowance for 
dollar depreciation the increase in 
tax exactions during the past 30 
years is still enormous. And for 
the most part it has been effected 
in the name of liberalism — to 
establish what President Roose- 
velt, in his message at the con- 
vening of the 77th Congress just 
six years ago, called the “four es- 
sential human freedoms.” By no 
means all of the tax increase has 
gone for war expenditure. In the 
fiscal year ending July 1, 1946, 
social security taxes alone exacted 
more than twice as much as all 
the imposts of the Federal Gov- 
ernment 30 years earlier. 


The real liberal knows, and al- 
ways has known, that the State 
cannot create Liberty or any of 
its by-products. What the State 
can do; what it always has done; 
what it is doing all around us to- 
day, is to turn free men into 
slaves. We have won the war, but 
there is today, throughout the 
world, less freedom of speech, less 
freedom of worship, less freedom 
from want and less freedom from 
fear than when these seductive 
phrases were coined six years ago. 
Only in our country do all these 
freedoms still exist, and that only 
because a majority of the people, 
as they demonstrated on Nov. 5 
have come to realize where fake 
liberalism leads. 

The able speakers who follow 
me can tell you the effect on wage 
determination of an annual tax 
bill — for the peacetime activities 
of the central government alone— 
of $37,500,000,000. But I am 
enough of an economist to know 
that the depressing effect on real 
wages will be tremendous. I don’t 
believe there has ever been effec- 
tive disagreement with the di- 
agnosis of David Ricardo, when 
he wrote at the close of the Na- 
poleonic Wars: 


“There are no taxes which have 
not a tendency to impede accum- 
ulation, because there are none 
which may not be considered as 
checking production, and as caus- 
ing the same effects as a bad soil 
or climate, a diminution of skill 
or industry. a worse distribution 
of labor, or the loss of some useful 
machinery; and although some 
taxes will produce these effects 
in a much greater degree than 
others, it must be confessed that 
the great evil of taxatiun is to be 
found, not so much in any sele¢- 
tion of its objects, as in the gen- 
eral amount of its effects taken 
collectively.” 


To summarize, there are two 





the degradation of those on whom! 


sides to the doctrine of Economic 
Liberalism. It means, on the one 


hand, that every extension of 
State authority, no matter how 
seductively presented and super- 
ficially meritorious, should be 
viewed with suspicion and op- 
posed on principle. Of course 
some social conditions may be so 
bad that State intervention has 
to be accepted, at least temporar- 
ily, as the lesser of two evils. But 
the real liberal knows that every 
enlargement of the area of polit- 
ical government is wrong, because 
it reduces by so much the area 
in which the individual has free- 
dom to develop his own poten- 
tialities by free association, in free 
enterprise. 


is equally important, and indeed 
inseparable from hostility to the 
theory of a Welfare State. 


mensurate with his power. 
rights of others, especially when 
they are in any way dependent 
upon him, with the same sincerity 
and conviction that he gives to 
the protection of his own rights. 


less with the livelihood of a wage 
earner he need not complain if, 
eventually, the State elects to be 
ruthless with his own livelihood. 
As he has sowed, so—in the long 
run—will he reap. 


It is the decay in our sense of 
personal responsibility, which 
alone makes liberty a constructive 
force, that has led to the dreaaful 
encroachment of State authority 
on the individual. This encroach- 
ment has now gone so far that 
long and arduous effort will be 
needed to turn it back. But if any 
people can reverse the trend, it is 
those who live in this country. 
Americans inherit, and in their 
hearts I think still cherish, that 
faith in self-government which is 
the only alternative to burean- 
cratic government, to National 





If the employer elects to be ruth-| 


Socialism of the Fascist, Com- 


| munist, or New Deal Pink variety. 
The other side of the doctrine | 


The meaning of Economic Lib- 


|eralism is implicit in that line in 
‘the hymn “America,” which re- 
Eco- | 
nomic Liberalism places on every | 
individual a responsibility com-| 
It 
means that he must respect the)! 


minds us that God alone is 
“author of liberty.” The Liberal, 
while critical of the State, freely 
acknowledges that higher author- 
ity and, subject to human weak- 
ness, seeks always to uphold its 
will. In short, I venture to say 
that the man who believes in 
Christian doctrine, and who pre- 
fers it to the worship of Caesar, 
is instinctively an Economic Lib- 
eral. Such a man will always re- 


call that “whosoever exalteth 
himself shall be abased; and he 





| that humbleth himself shall be 
exalted.” 





vent and punish all the outrageous 
uses of organized private force, 
by which labor unions have made 
local, state and federal govern- 
ments impotent either to preserve 
law and order, to protect the peo- 
ple from needless and intolerable 
injuries, or even to carry on the 
normal and necessary operations 
of the government itself. 


The leaders of organized labor 
do not seem wise enough to real- 
ize that, unless these abuses of 
power are legally prevented, un- 
less the lawless, irresponsible 
members of the unions as well as 
their officers are made subject to 
reasonable restraints upon con- 
certed action, public hostility will 
grow into an overwhelming de- 
mand for the outright suppression 
of any organization which has 
such a power for evil and con- 
stantly threatens to use it. 


Fears Civil War 


As one who has done his bit in 
promoting and legalizing coillec- 
tive action in behalf of the wage 
earners I am sincerely fearful of 
legislation against labor unions 
that will strip them of a desirable 


the interests of industrial work- 
ers. But, unless the gigantic pow- 
ers of labor leaders are cut down 
and the unions and their officials 
are compelled to subordinate pri- 
vate interests to the public inter- 
est, we shall be driven deeper and 
deeper into a political war, which 
may become actually a civil war, 
for the preservation of our free 
economy and our institutions of 
self-government. 

Two years ago these fears, 
which I then expressed, may have 
seemed the vaporings of an over- 
heated imagination. But, after the 
dreadful experiences of 1946, what 
thoughtful person can regard them 
as ill-founded? In that year we 
had every variety of strike that 
could be imagined as a conspiracy 
against the people and the Gov- 
ernment of the United States. We 
had every imaginable exhibition 
of reckless, irresponsible stop- 
pages of the economic machinery 
which is the living organism of 
our society. 


What Election Signifies 
As a result, we had in Novem- 





ber an avalanche of votes in favor 
of a change of national policy in 
dealing with organized labor. 
Make no mistake! That, was the 


ability to maintain and advance | 


What’ s Coming in 
Labor Legislation? 
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popular decision registered in the 
election of a new Congress. And 
the new Senate and House of 
Representatives have no question 
as to that mandate of the voters 
which they were elected to trans- 
late into law. The voters have 
demanded compulsory, punitive 
and drastic labor laws to end 
promptly and decisively the rule 
of private labor unions in Ameri- 
can industries and American poli- 
tics, and to reestablish the su- 
premacy of the public union of 
all the people that is known as 
the Government of the United 
States. 


What is coming in labor legis- 
lation to satisfy this demand of 
the American people? If I were 
to attempt to outline a series of 
laws that would be enacted I 
should be indeed a bold and a 
rash prophet. The voter proposes 
‘and the Congress disposes; and 
eventually the judiciary imposes 
clarifying or mystifying interpre- 
tations. 

But it is not so difficult to outline 
'the essential principles that must 
| be written into labor law, and that 
| probably will be written into la- 





| bor law before the 80th Congress 
| adjourns. From a rather intimate 
| knowledge I may venture to say 
i'that these principles are pretty 
| well understood and _ generally 
/accepted in both the legislative 
land executive branches of the 
| Government, ana are not regarded 
as indigestible in the judicial 
branch. 


Principles of Labor Legislation 


The first principle is that the 
way to avoid strikes is to provide 
a legalized procedure of peaceful 
negotiation and bargaining for the 
settlement of all labor disputes 
and to make it a legal duty of 
both employers and employees to 
use this peaceful procedure before 
taking any aggressive action 
against each other, 

This principle was written into 
the Railway Labor Act in 1926 
and has kept the railroads sub- 
stantially free from both minor 
and major strikes for 20 years. 


This principle was fundamental 
in the Hatch-Burton-Ball bill of 
1945. It was incorporated, in a 
weakened form, in the revised 
Case bill of 1946, sponsored by 
Senators Ball, Taft and Smith. It 
has been written more strongly 
into the labor bill introduced by 
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these three Senators on Jan. 4, 
1947. 

It is not enough simply to pro- 
vide ways and means for confer- 
ences, for bargaining, and for 
government mediation. It is ab- 
solutely essential that it be made 
the legal duty of all parties—not 
only to negotiate but to negotiate 
in peace, This means that every- 
one must refrain from changing 
conditions and starting a war, and 
trying to win by force, while an 
honest effort is being made to 
settle a dispute by peaceful per- 
suasion, 

The way to avoid strikes is not 
to try to produce a “cooling-off” 
period, after fighting has begun 
and all are red hot with the heat 
of the battle. The way to avoid 
strikes is to compel cool negotia- 
tions in an air-conditioned privacy 
in the beginning; and then, if 
mecessary, have them continued in 
the cold light of public investiga- 
tion and mediatien, In this way 
inflammatory spéeches and bel- 
ligerant threats will be discour- 
aged and all the mustering and 
arming for war will be deferred 
©n the assumption that it will 
probably be a waste of time and 
money. 


Many labor leaders obstinately 
and obtusely oppose what they 
call “compulsory” negotiation or 
investigation. Strangely enough 
they worship the Wagner Act 
which compels employers to bar- 
gain collectively and compels em- 
ployers to desist from a variety of 
unfair labor practices. 


They also demand power to 
compel other workers to join 
unions, and to compel employers 
to bow to organized force, and to 
compel the public to submit to 
their monopolies and _ tyrannies. 
But the faintest trace of any ef- 
fort to compel labor leaders to do 
anything—such as to behave like 
peaceful, law-abiding citizens— 
brings a vast shouting against 
“compulsory” laws as the. destroy- 
ers of liberty. Yet, it is a truism 
of political science that the liber- 
ties of the many can never be pre- 
served except by compulsory re- 
straints on the liberties of a pow- 
erful few. 


Apply Monopoly Laws 

The second principle of effec- 
tive labor legislation is that any 
private monopoly of production 
or distribution must be either reg- 
wlated or destroyed. If, by the 
closed shop, by industry-wide 
bargaining, by standardized wages 
or working conditions, any labor 
union, alone or in combination 
with employers can fix labor costs, 
production standards, and prices 
to consumers, that monopoly 
power must be destroyed or else 
wegulated for the protection of 
the public, 

The choice must be enforced by 
law against labor organizations, 
just as it has been enforced 
against business organizations. If 
a union does not dominate an in- 
dustry or a locality—so that, de- 
spite a strike, public needs can be 
served, no compulsory settlement 
may be necessary. But if a labor 
union assumes the power to stop 
a public utility service or the pro- 
duction or distribution of the ne- 
cessities of life, it must be com- 
pelled to submit the justice of its 
demands to the final decision of 
an impartial public tribunal. The 
people of the United States and 
their Government cannot permit 
any private monopoly to dictate 
the terms and conditions upon 
which the people shall be able 
to obtain the necessities of daily 
living. 

There is no difference in effect 
between permitting the owners of 
property to combine to fix the 
prices and quality of goods and 
services which a community must 
buy, and permitting a combination 
of workers to fix their wages and 
working conditions free from the 
restraints of free competition. The 
final result in either case is the 
exploitation of all the people for 
the private gain of a privileged 
class. 

New labor law must require 


either the destruction of labor 
monopolies or their regulation in 
the public interest. The owners of 
public utilities and other tolerated 
monopolies have their prices, their 
services and their profits regu- 
lated by public authorities. Other 
private monopolies are outlawed, 
prevented and destroyed. Labor 
menopolies must be likewise reg- 
ulated or destroyed in conformity 
with the same principle or else a 
free economy and free, competi- 
tive enterprises cannot be pre- 
served, 


Make Labor Unions Responsible 


There is a third principle that 
must be expressed in new labor 
law; that is, that labor unions not 
only must be made responsible to 
the public for the use of their 
powers in the public interest, but 
also must be made responsive to 
the opinions of their mem)ers. 
Their officers must be the freely 
chosen representatives of the rank 
and file. They must be required 
to account to their members fcr 
the spending of their money and 
to keep them fully informed re- 
garding the decisions and repre- 
sentations they make in the name 
of their members. And the mem- 
bers must be freed from any in- 
timidation or brutal compulsion 
to support their leaders despite 
their individual convictions and 
interests. The unions must be 
voluntary associations of free 
workers, not a conscript soldiery 
compelled to follow the orders of 
a military command. 

You will see in bills that are 
introduced in the 80th Congress 
these three principles expressed 
in many ways. Some will propose 
short-sighted, impractical meth- 
ods of accomplishing desirable re- 
sults. Some will substitute politi- 
cal coercion for economic coercion 
and intensify instead of ameliorate 
the class struggle. Some will go 
to the other extreme and seek to 
rely wholly on good will and 
self-discipline for the settlement 
of industrial conflicts of interest. 
What we should have learned is 
that neither political domination 
over labor relations nor a reliance 
upon self-control will solve our 
labor problem. 


Government Must Regulate 
Methods of Industrial Peace 


We should have learned that 
organized labor as well as organ- 
ized capital cannot be left free 
from legal obligations to refrain 
from advancing private interests 
by methods injurious to the in- 
terests of all the people. We 
should have learned that, although 
wages and working conditions 
should be fixed by private agree- 
ments, the Government must reg- 
ulate the methods by which labor 
interests can be advanced just as 
it has been found necessary for 
the Government to regulate the 
methods whereby the private in- 
terests of financiers, industrialists 
and public utility owners could 
be advanced. 

We should have learned that a 
free economy and democratic gov- 
ernment can only be maintained 
by preventing any economic or 
political organization from ob- 
taining and exercising the power 
to dictate the terms upon which 
the rest of the people shall be 
permitted to work and live. The 
government must strive constantly 
to restore the balance of com- 
peting forces in our society so 
that none can become dominant. 

There is nothing anti-labor, or 
illiberal or reactionary in such a 
program. It is only conservative 
in the purpose to conserve the 
essential principles of that free 
society which the Constitution of 
the United States was adopted io 
perpetuate. 


It is most unfortunate that in 
this critical time a great many 
well-meaning liberals do not see 
that the preservation of the un- 
restrained freedom and irrespon- 
sible authority of existing labor 
unions means the inevitable de- 
struction of the freedom of all 





American citizens and the author- 
ity of the government of all the 


people. They do not see that an 
economy and a government sub- 
ject to the dictation of labor 
bosses must bring an eventual 
struggle for the rule of a social- 
ized state by a political tyranny, 
and the end of an economic and 
political democracy, 


Civil Liberties Menaced 


It was significant of this blind- 
ness of professed liberals that at 
a recent meeting in Washingtcn 
the self-styled Union for Demo- 
cratic Action adopted a guiding 
principle in these words: 

“Civil liberties must be pro- 
tected from concentrated wealth 
and overcentralized government.” 
The chief menace to civil liber- 
ties in the United States today 
will be found in the monopolies cf 
organized labor and their unre- 
strained use of economic power 
and physical violence to deprive 
workers of the right to work and 
to deprive entire communities not 
only of competitive prices for the 
necessities of life, and, frequently, 
of any ability to obtain such ne- 
cessities, but even of the right of 
people to exercise the elementary 
liberty of going about their daily 
business without fear of physical 
harm. 


No true and open-minded lib- 
eral could see and express the 
need to protect civil liberties 
against concentrated wealth and 
over -centralized government, 
without at the same time recog- 
nizing and, in all honesty, speak- 
ing of the urgent need to protect 
civil liberties from destruction by 
organized labor. 


You will see in the forefront of 
efforts to defeat any effective la- 
bor legislation in the present Con- 
gress a lot of anemic liberals, who 
are so fearful of the arrogant and 
crude violence of tough labor 
unions that they will oppose any 
compulsory, or punitive or drastic 
labor laws. They will tell you 
that you cannot put 10,000 men in 
jail, They will tell you that any 
judicial settlement of an unsettled 
labor dispute is a wicked “com- 
pulsory arbitration.” In a word, 
they will tell you that the people 
and the Government of the United 
States must leave labor unions 
free to enforce their demands by 
the compulsory arbitration of a 
strike, supported by the intimida- 
tion of mass picketing, by the 
wholesale violation of civil liber- 
ties, and by bludgeoning an entire 
population with a denial of the 
necessities of life. 


They will tell you 
orders should not be issued be- 
cause they will be violated by 
thousands. They will teil you that 
the police and the armed forces 
will not be able to suppress :n- 
surrections if they are called 
strikes, They will tell you that 
minorities have such a command 
of private, unlawful force that a 
large majority of the people who 
are law-abiding will not be able 
to enforce the laws which they 
have enacted to protect their lib- 
erties. 


that court 


A Genuine Liberal Policy 


The opinions of one man are 
unimportant. But I believe that 
I am voicing an opinion held by 
millions of American citizens 
when I say: The genuine liberal 
of today is not an anemic defeat- 
ist. The genuine liberal believes 
that the liberties of all the people 
are superior to the liberties of any 
class. He believes that, if the lead- 
ers of organized labor think they 
can defy the laws of the United 
States and carry on successful in- 
surrections against the Govern- 
ment, it is high time to meet that 
insolent challenge. Then the ane- 
mic liberals, who urge us to ap- 
pease the enemies of law and or- 
der, will have to guess quickly 
which will be the losing side in 
this test of strength. You will 
find that most of them will be 
back under the American flag as 


soon as they learn that the Gov- 


punish all conspiracies against the 
public welfare. 





Speaking to the Washington 
Building Conference at Washing- 
ton, D. C., on Jan, 13, Mr. Rich- 
berg, while upholding the legal 
right of workers to strike indi- 
vidually or on a local basis and in 
cases where public interests and 
public welfare are not menaced, 
urged compulsory arbitration of 
labor disputes in public utilities 
and in other industries on a na- 
tion-wide basis. In presenting this 
proposal, Mr. Richberg stated: 
We face a choice here between 
either outlawing strikes and re- 
quiring compulsory arbitration of 
industry-wide controversies, or of 
limiting the bargaining powers 
of unions so that the failure of 
local bargaining will only result 
in local strikes and there will be 
no industry-wide bargaining that 
may result in an industry-wide 
strike. The core of this problem 
is the monopolistic power which 
large national unions have ac- 
quired and which they can use 
and have used to dictate terms to 
an entire industry. 

It is a manifest absurdity to en- 
force anti-monopoly laws against 
businessmen for the purpose of 
protecting the public from mo- 
nopoly prices and then leave the 
labor unions free to use a far 
more effective and practically un- 
restrained power to impose fixed 
labor costs and production con- 
trols on an entire industry, with 
the inevitable result of establish- 
ing monopoly prices. 


bargaining, 


history look like child’s play. 


By closed shops, industry-wide 
and nationally-fixed 
limits and methods of production, 
some of our large unions are now 
exercising a monopoly control 
over commerce which makes the 
worst business monopoly in our 


Free capital has always been 


cense to destroy the freedom of 
other people and to indulge in 
what would ordinarily be called 
criminal conspiracies, that they 
are now outraged at the simple 
demand that they be required by 
law to respect the rights of others 
and to cease their assaults upon 
the general welfare. : 
It seems to me particularly fit- 
ting that I should publicly advo- 
eate the enactment of legal re- 
strictions on the right to strike. 
There is no living lawyer who 
rendered any more active service 
than I in establishing and sus- 
taining the rights of labor, in the 
days when that service was less 
popular and much less profitable 
than in recent years. I am as 
firmly convinced today as ever 
that strong labor organizations 
are needed to prevent misuse of 
the economic powers of large ac- 
cumulations of capital. 


More Freight Cars in 
Service at End of 1946 


The Class I railroads put 40,377 
freight cars and 563 locomotives 
in service in 1946, the Association 
of American Railroads announceé 
on Jan, 22. This was an increase 
of 1,390 cars but a decrease of 80 
locomotives compared with the 
number installed in 1945. 

Of the new freight cars installed 
in the past calendar year, there 
were 14,740 plain box, 4,143 auto- 
mobile, 5,511 gondolas, 14,379 
hopper (including 3,135 covereé 
hoppers), 524 flat and 1,080 re- 
frigerator. 

The new locomotives installed 
in 1946 included 83 steam and 488 
Diesel, compared with 109 steam, 
and 534 Diesel in 1945. 

The Class I railroads on Jan. I, 
1947, had 63,829 new freight cars 
en order, which included 25,896 
plain box, 6,040 automobile box, 
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available and anxious to finance 
competition with a profitable bus- 
iness monopoly. Many industries 
compete with other industries. 
The worst business monopoly may 
reduce production and charge 
high prices but it will not inter- 
mittently stop all production and 
deny to a dependent public any 
access to the necessities of daily 
living. 

But, labor monopolies which 
starve out all free labor, which 
conspire with monopolistic em- 
ployers, which orders workers into 
idleness when they need wages 
and the public needs their prod- 
ucts, labor unions which blindly 
raise labor costs until products, 
are overpriced and customers are 
driven out of the markets 


program 
Russian language to be broadcast 





these are the most vicious, socially | 
harmful monopolies that have} 
ever menaced our free economy | 
and our industrial progress. 

Perhaps I need not emphasize | 
this point in talking to a building | 
Congress. Some of you may think |! 
it would have been more tactful | 


can assure you that I am referring | 
to the evil influence of labor mo- 
nopolies in not one but many | 
industries. 


The right to strike, which can | 
be upheld as lawful, must be the | 








tion which is either publicly bene- | 
ficial or at least not harmful to 
the public interest. There is no| 
natural right, no individual right 
of citizens to combine in activities 
injurious to individuals or to the 
community. Any united action of | 
large numbers of persons must | 
always be subject to whatever | 
legal controls or limitations are | 
needed for the protection of pub- | 
lic and private interests which 
may be injured. These are well 
established principles of law and 
constitutional government which | 
have been so seriously neglected 
in the political favoring of labor 
organizations that many labor 
leaders have apparently never 
been made aware of their exist- 








ence. These leaders have de- 
manded in the name of the free- 








ernment of the United States still 
has the power to prevent and 


dom of labor—and have been 


given—such an extraordinary li- | short-wave broadcasts. 





4.705 gondolas, 15,273 hoppers of 
which 2,044 were covered hoppers, 
9.651 refrigerator, 1,096 flat, 750 
stock and 418 miscellaneous cars. 
New freight cars on order on 
Dec. 1, last, were 63,616 and on 
Jan. 1, 1946 totaled 37,162. 

The railroads also had 604 loco- 
motives on order on Jan. 1 this 
year, which included 64 steam, 
six electric, and 534 Diesel loco- 
motives. On Jan. 1, 1946, they had 
471 locomotives on order which 
included 92 steam, six electric and 
273 Diesel. ae 


U. S. to Broadcast to Russia 
State Department plans for a 
of information in the 


commencing about Jan. 15 to the 
Soviet Union 
Dec. 29, according to Washington 
Associated 
| sisting of news, 


were disclosed on 
Con- 


cul- 


advices. 
music and 


Press 


tural subjects, it is hoped that the 
programs 
people a better understanding of 


| the 
for me to have said less. But, I} pj, 


will give the Russian 


American viewpoint, it is said. 
1s are to keep the broadcasts 


so fair and factual that they will 
give 
Government. 
likely 
may be introduced later through 
the 
right to carry on a concerted ac-| bates 


offense to the Russian 
Tt is considered 
controversial issues 


no 
that 
technique of broadcast de- 


designed to present the 
merits of both sides fairly. The 


Associated Press added: 


“The Russian-language pro- 
grams have been difficult to ar- 
range because of a scarcity of 
persons qualified in the language 
and in ideas and concepts accept- 
able both to the United States and 
the Russian Governments. 

“The British have been broad- 
casting in Russian for about a 
year, According to information 
here, they have had no adverse 
reaction from the Kremlin, and 
believe they have received good 
listener response. American of- 
ficials estimate there are 70,000 
or more radio sets in Russia ca- 
pable of picking up the Munich 
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The New American Market 


(Continued from page 650) 
allowance, I think that we should 
come back to that statement of 
the clothing manufacturer, who 
said that once people try, and get 
used to quality, they hate to give 
it up. What was luxury for them 
becomes a must. 

If this is true, it is a profound 
fact for every 1947 merchandiser. 
Since it has been the history of 
the automobile business, and 
many other major American in- 
dustries, to work continually to- 
ward better products—more for 
the money—I believe that it is 
true. 

Don’t let me give you the im- 
pression that the American people 
are not interested in economy and 
low prices. They are. They have 
been. They probably always will 
be. But, the American people 
want better quality at low prices. 
They have acquired a habit of 
better things. It is not a habit 
they want to break. Given in- 
ereased buying power during the 
war and since its close, they edu- 
cated themselves to prefer higher 
quality goods and services. Today 
they not only take utility for 
granted, but they take an increas- 
ing number of yesterday’s luxur- 
ies for granted. 


Better Products At Lower Prices 


The problem this change creates 
for manufacturers and merchan- 
disers is a big one. We are being 
asked by our fellow citizens today 
to give them better products and 
lower prices. They want both. It 
is a great challenge to the ingenu- 
ity of all of us but a still greater 
opportunity for those of us who 
intend to be first in every advance. 


We at the Ford Motor Company 
are continually exploring the pos- 
sibility of manufacturing a new, 
low-priced car which would, nec- 
essarily, be simpler, smaller, with 
fewer luxurious fittings. During 
the past two years we have been 
investigating public attitude and 
reactions. When we suggest a 
small car for the sake of economy, 
we get answers which indicate 
that people don’t want to sacrifice 
the car features they have been 
accustomed to, for example, rid- 
ing quality and general comfort. 


When we suggest a lighter car, 
people agree readily enough, but 
then they promptly tell us that 
they don’t want a car so light that 
it will not have the “roadability” 
required by the average driver. 
When we begin to ask about ac- 
cessories, comments from all areas 
show conclusively that radios, 
heaters, lighters, clocks, sunvisors 
and ash trays are now widely 
regarded as necessities. Bumpers, 
you know, were sold not many 
years ago as an accessory; now 
they are standard equipment on 
all makes of cars. So, I think the 
American people want, expect, 
and will get a kind of product in 
this post-war world of ours which 
is substantially superior to the 
products we considered customary 
and normal before the war. The 
“New American Market” is a dif- 
ferent market and increasingly a 
higher quality market. 


The Economic Base 


Now let us take a look at the 
economic base on which “The 
New American Market” rests. 

In 1929 our national income was 
approximately $83 billions. In 
1940 it was approximately $77 
billions. In 1946 it was approx- 
imately $167 billions. In other 
words in 1946 it was greater than 
1929 and 1940 combined and ap- 
proximately double the legendary 
1929 figure. When we examine 
this great increase in national in- 
come, and when we take into ac- 
count the fact that more than 11 
million people have been added 
to the employment rolls of the 
country, we find ourselves con- 
fronted by statistics which seem 
to relate to quite a different na- 
tion from the one we left behind 
when we entered World War II. 
And further exploration merely 


, conforms our feeling that we are 
in new territory. At the present 
time, for example, approximately 
24,000,000 consumer spending 
units (that is to say families and 
single individuals) have annual 
incomes over $2,000. That is 
nearly four times the 6,000,000 
consumer spending units which 
had $2,000 a year in® 1935-36 and 
nearly double the 14,000,000 of 
1941. 

Studies indicate that millions of 
American families have moved up 
into higher income brackets and 
find themselves with larger 
amounts of “free money.” In 1941, 
for example, about 6% of Ameri- 
can families had incomes of $5,000 
a year or more. In 1946 about 17% 
of American families were in that 
classification. 

In 1941, we estimate about 16% 
had incomes between $3,000 and 
$5,000. In 1946, 28% of American 
families were in that classifica- 
tion. In 1946, the percentage of 
families in the $2,000 to $3,000 in- 
come group had dropped from 
22% to 21%. The percentage in 
the $1,000 to $2,000 group had 
dropped from 27% to 18% and the 
percentage American families 
with incomes under $1,000 de- 
clined from 28% in 1941 to 14% 
in 1946. 

What do these changes mean? 
To me they mean tremendous in- 
creases in the buying power of 
the American family unit. Or, 
from our point of view as sales- 
men, they mean a huge increase 
in the potential market for prod- 
ucts, particularly those on which 
families spend more money as 
they move up in the income scale. 
For instance, because of the up- 
ward shift of families into higher 
income brackets, the potential 
dollar market for cameras and 
film supplies is about twice what 
it was in 1941. 


By the same token, there is a 
present domestic demand for four 
and one-third million new passen- 
ger cars per annum at present 
prices—without taking into ac- 
count any deferred demand as a 
result of the war. That’s more 
passenger cars than the industry 
has ever been called upon to pro- 
duce for the domestic market. The 
statisticians tell us that the “New 
American Market” is that big 
without taking into account the 
possibility that an increased per- 
centage of total income might be 
spent by each income group for 
the purchase of automobiles, or 
that people may draw on their 
huge liquid asset reserves. It as- 
sumes that the ratio of automo- 
bile buying per hundred families 
is the same in the postwar world 
as it was in the prewar world. 

As another indication of the 
kind of market we are entering, 
consider these facts. On January 1, 
a year ago, the backlog of un- 
filled orders for Ford cars and 
trucks stood at 868,000. During the 
past year Ford produced 574,000 
Ford cars and trucks. By mid- 
December the backlog had 
climbed to 1,568,000—an increase 
of 80%. 


The pressure for deliveries still 
shows no sign of slackening, nor 
does price yet seem to be exert- 
ing any drag on demand. Our last 
price increase was on the 16th of 
September. In October our back- 
log of unfilled orders rose 77,000 
a figure above the normal 
monthly increase. November con- 
tinued to rise. By every index we 
know, the automobile market 
looks firm and urgent, both for 
ea short-term and long-term fu- 
ure, 


Taking into account the large 
wartime accumulation of deferred 
demand, I estimate that the auto- 
mobile industry has, at the pres- 
ent time, an immediate market 
(not yet fully expressed in the 
form of orders) for at least 12 
million motor vehicles. 


This great potential market 
should be good news to every- 
one. It should mean steady jobs 
at good pay for many years to 





come. There is, unfortunately, a 
big toad in the water bucket. The 
big potential market may be very 
sharply reduced if we don’t keep 
prices from going up. No matter 
how anxious people may be to 
have better things, all of us buy 
at a price. As prices rise, we buy 
more and more reluctantly. Re- 
sistance increases. Finally, a time 
arrives when we refuse to buy. 
Look what happened to the mar- 
ket for mink coats recently, and 
we all know what happened when 
the housewife refused to buy 
butter at a prohibitive price. So, 
if new car prices get foo high, 
people will find ways and means 
of getting along with their old 
ones. 


I think we must always re- 
member that we live in a mass 
production economy. What we en- 
joy in the way of the good things 
of the earth we owe to our un- 
rivaled capacity for quantity pro- 
duction. Industrial enterprises 
have been built on a program of 
tremendous output. Only when 
they can achieve this huge pro- 
duction can they break even or 
make a profit. Strikes and work 
stoppages of all kinds cut down 
output and seriously endanger the 
survival of great companies 
geared to exist only at high out- 
put. When suppliers are pre- 
vented from keeping the flow of 
raw materials constant the same 
thing happens. An enterprise like 
the Ford Motor Company, for ex- 
ample, is in reality a huge market 
place for thousands of small pro- 
ducers. We buy hundreds of mil- 
lions of dollars of parts and ma- 
terials from other American com- 
panies, many of them quite small. 


Ford Policy 


Our whole effort at the Ford 
Motor Company has traditionally 
been in the direction of better 
products, lower costs and lower 
prices. Our constant aim today is 
to get prices down. Our engineer- 
ing, manufacturing, and purchas- 
ing departments are continually 
working with the hundreds of our 
suppliers to reduce their cost so 
that we can reduce ours. Our pur- 
chasing department recently in- 
stitued a plan of decentralized 
buying for our 13 assembly 
branches throughout the United 
States. The purpose was to elim- 
inate long freight hauls, expedite 
delivery, to save time, reduce 
costs and at the same time to 
place the business in the locality 
of our operations. 


Within this short space of time, 
the dollar volume placed locally 
by the Ford Somerville Branch 
has increased as much as 300% 
in a single month’s business. But 
what are the opportunities in the 
postwar world to cut costs and 
prices in the fields where you and 
I are responsible—through more 
successful distribution? President 
Truman sent a message to the 
Boston Conference on Distribu- 
tion held here last October in 
which he said: 


“The path to progress in this 
country lies in the direction of 
making the products of our fac- 
tories available to more people 
at lower cost, and distributors 
as well as manufacturers can 
help greatly in keeping us mov- 
ing in this direction.” 


Mr. W. A. Harriman, Secretary 
of Commerce, sent a telegram to 
the same Conference. It contained 
this statement: 


“The time is coming when 
aggressive salesmanship and 
greater efficiency in distribu- 
tion will be required to sell the 
products of our greatly ex- 
panded industrial facilities ...” 


Productivity of Worker 


We frequently speak of the 
need for increased productivity 
for the individual, and almost al- 
ways we are thinking of the fac- 
tory worker. I suggest that all of 








us in the field of selling accept the 
same challenge. 


I fully appreciate that the in- 
creased productivity of the fac- 
tory worker is due in large 
measure to the development of 
machines and operating  tech- 
niques which greatly increase his 
capacity. Mass production 
achieves tremendous output at 
low cost in part by giving men 
costly, special-purpose machines 
which can do better and more 
quickly what a man can do with | 
great effort and more slowly. 


You may say, then: “How can | 
we achieve greater productivity | 
in the distribution field? How can | 
we use machines in that area? 

The fact of the matter is that | 
the geratest machine in the world | 
is man himself. For an all-pur- | 
pose machine, man is hard to beat, | 
and the unique characteristic of 
man as a machine is the fact that 
his capabilities can be greatly in- 
creased. Man can be trained to do | 
far more than he now does—far | 
more than he himself knows. It | 
is in that field, it seems to me, | 
that we have tremendous oppor- | 
tunities. We have not begun to. 
achieve the efficiencies (which | 
mean low costs and maximum 
profits) of which we are all | 
capable as individuals. The road | 
of great promise is the road of | 
education — training — better hu- 
man relations—what Henry Ford 
II has in mind when he talks 
about “human engineering.” 


The potentialities of such train- 
ing can be seen by any sales- 
manager. There are great differ- 
ences in productivity and earnings 
among salesmen, for example. 
Some part of the difference is due 
to native instincts. But the great- 
est difficulties are usually due to 
differences in experience and 
training. One man knows his bus- 
iness and the next man doesn’t. 
One man does all the right things | 
and the other man doesn’t. 


We at Ford are giving great 
attention to this field. We want 
our retail organization better 
trained than any in the automo- 
tive industry. WHY? So they will! 
be the most prosperous — and | 
when automobile dealers are! 
prosperous they are producers of | 
volume sales. 


I would like to say a few words | 
about the automobile salesmen. It | 
seems to me that we in the auto- 
mobile industry have _ got to 
change our thinking regarding the | 
compensation and training of 
salesmen. There is a well estab- | 
lished theory that the more sales- | 
men you have the more contacts 
each one makes, the more prod-| 
ucts he sells. That’s malarkey. | 
With badly trained or incom- 
petent salesmen, the more con- 
tacts he makes the more sales he | 
kills. It cuts both ways. Further- 
more, when you have men work- 
ing solely for a commission — 
and without sales help or train- 
ing — you have a heavy, costly 
turnover. 

I believe that now especially 
there is a need for high-grade 
salesmen in the automobile indus- 
try and for sound education and 
compensation programs to give 
them some security and insure 
their progress. If we are to sell 
better and more products, we 
must have better-trained and bet- 
ter-paid salesmen. 


The new automobile salesman 
must have a great deal more un- 
derstanding of markets and mar- 
keting than he had before the 
war. He must be something of an 
economist. The consumer today— 
with a long memory for yester- 
day’s prices and a short memory 


for today’s income—must be re- 
minded, for example, that the 
1946 dollar may be worth only 75¢ 
as compared with the 1941 dollar, 
but for every dollar of 1941 in- 
come the consumer today has 
$1.55 of income to spend. The 
average American has seen prices 
go from $1 to $1.33 and he remem- 








| tors 





bers that—but income has gone 


from $1 to $1.55. He doesn’t recall 
that so easily. 


Reducing Distribution Costs 


Our aim in the field of distribu- 
tion is the same at Ford as our 
aim in manufacturing and engi- 
neering. We want to make it 
easier for the human machine to 
do the best possible job. We want 
to conserve human energy. We 
want to cut down waste time, 
waste motions, lost selling time 
so that the dealer has maximum 
opportunity to concentrate on 
successful management of his 
business. 

We have new instruments to use 
in achieving lower distribution 
costs. One of them certainly is the 
improved techniques of consumer 
preference analysis. Determining 
public attitudes toward products 
and ideas is much more nearly a 
science today than it was before 
the war. It is easier to estimate 
public reactions for sales and de- 
sign purposes. A major respon- 
sibilty of automotive research is 
consumer studies to determine 
what people want in their cars. 
Without such research, the Sales 
Manager is “flying blind.” In the 
new postwar American market, 
trends must be followed closely. 
We can’t wait for sales records to 
indicate public preferences. We 
must anticipate. In this we in the 
automobile business must be par- 
ticularly sensitive to the prefer- 
ences of women as important fac- 
in the purchase of the 
family car. 


I am fully conscious that people 
who sell consumer goods have 
long had in mind the power of 
feminine preference. It would be 
absurd for me to say that the in- 
fluence of women on the sale of 
automobiles has not been great. 
And yet I think there is far more 
to be done in the direction of 
appealing to feminine preferences 


‘in the design and sale of auto- 
| mobiles than has been customary 


in the past. 

I can’t resist reporting an in- 
cident in our own company not 
long ago. We were considering 
fabrics. We submitted many sam- 
ples to a number of our chief 
executives. Each made his selec- 
tion. Then we submitted the same 
samples to a group of girls in our 
sales and advertising departments, 
and to a group of our factory 
girls. 

The executive group—all men— 
liked strong patterns. The girls all 
liked “background” patterns 
the kind of fabric which would 


| show off an attractive dress, coat, 
‘or hat and not compete with it. 
| The girls all chose much the same 
|'fabrics. The executives were not 
| unanimous 
'Two things are significant—first 


in their selections. 
that both groups of girls made 
essentially the same choices and 
second that the executives had na 
objection to the selections made 
by the girls. They liked them. 

I think the American people 
today are looking toward the fu- 
ture with a bright and fresh eye. 
In advertising especially, old- 
fashioned, stuffy thinking is 
going to be entirely out of key. 
What we need today, in step with 
modern selling, is a new spirit in 
advertising—a quick understand- 
ing of public moods and thinking 
and a quick capacity for capitaliz- 
ing them. There is need for more 
of the unusual — even for the 
spectacular—for greater imagina- 
tion. Advertising has become 
stodgy. It is too often found in 
comfortable, well - upholstered 
ruts. Perhaps it has become over-— 
professional. It needs to appeal to 
and capture the spriit of youth 
and optimism, which is the Amer- 
ica of today. 


I think, too, there is a great 
waste in advertising and as part 
of the overall need for more ef- 
fective distribution to these great 
new post-war markets, we will 
also need greater efficiency in our 
advertising. 

We will need this greater effi- 
ciency not only to help bring our 
distribution cost down, but also 
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because we are confronted today 
with a more difficult problem in 
spreading our advertising dollar 
than ever before. 

Today, we have many new 
channels of advertising .. . we/ 
have many new magazines which 
we did not have before, new 
newspaper supplements, new 
forms of spectacular outdoor ad- 
vertising, additional use of adver- 
tising in our comic papers, and 
we have television ahead of us. 

In addition to these new media, 
almost all the old familiar media 
have expanded their circulations 
and increased costs... so adver- 
tising men of tomorrow must be 
more efficient, more selective and 
more judicious than was the case 
in pre-war days. We feel so 
strongly about this at Ford that 
we have just finished what we 
believe is the largest and most 
complete advertising media sur- 
vey ever made in the automobile 
business. We thought it was only 
g00d business to spend as much 
as $50,000 to determine how best 
to spend $10,000,000. 

One more thought in conclusion. 

There is evidence that we are 
already moving out of a seller’s 
market into a buyer’s market in 
some lines of merchandise. The 
consumer is coming into his own 
again. 

To me that’s good news. I don’t 
believe that a prolonged and deep 
seller’s market is_a good thing. It 
isn’t healthy. The production of 
goods and services is soundest 
when we are all conscious that, 
in the last analysis, we are per- 
forming a public service. The 
seller is better off when he is 
most alert to the needs and wishes 
of the buyer. A seller’s market 
puts a premium on laziness, care- 
lessness and inefficiency. 

A seller — whether he is run- 
ming a store, a factory or a 
restaurant—whether he is an em- 
ployer or an employee—has no 
real incentive to do a good job for 
his customers or his employer 
when he’s able to escape by say- 
ing: “That's it, brother—Take it 
or leave it.” The trouble with any 
monopoly in any field is largely 
that fact — the monopolist is al- 
ways operating in a seller’s mar- 
ket. America was built on com- 
petition for public favor on a 
long-term buyer’s market. 

This nation is economically most 
healthy when the consumer is 
boss and we are using our great- 
est skill and ingenuity to satisfy 
the demands of the American 
people for better things at lower 
prices. That’s the kind of exercise 
that makes good salesmen and 
strong dealers. That way lies hard 
and healthy competition. 

Out of a vigorous, competitive 
buyer’s market for goods will 
come a healthier period of labor 
relations, too, in my opinion. La- 
bor has a great stake in the com- 
petitive system of which we are 
all beneficiaries. Labor also has 
a stake in profitable distribution 
of goods and services—in achiev- 
ing the corporate incomes which 
are possible in the mass produc- 
tion field only when output is 
great and costs are low enough to 
permit low prices and even greater 
output. The wealth which all of us 
will divide is not Money but 
Products. The only way to achieve 
that wealth is for all of us to work 
for it. There cannot be real wealth 
in a free country unless there are 
goods and services for all—and 
the way for more goods and ser- 
vices for all is more work—more 
productive work! 


In the clean, hard atmosphere 
of competition in a buyer’s mar- 
ket we have an opportunity— 
management and labor—employ- 
er and employee—to achieve the 
kind of effective and mutually- 
profitable teamwork which is the 
only road to national wealth and 
an ever-higher standard of living 
for all of us. 

Now let me summarize briefly 
what I have tried to say to you 
today: 


First—It is quite a different 


market than the one we knew be- 





fore World War IIl—a market so 
different that we may properly 
speak of it as the “New American 
Market.” 


Second—It is a market in which 
the American people have ac- 
quired a taste for and are now 
demanding higher quality goods 
and services. 


Third—It is a market where 
people can afford to pay for qual- 
ity merchandise providing prices 
are held down. 


Fourth—We in the field of Dis- 
tribution cannot say to the factory 
worker “Increase Productivity” 
without accepting the same chal- 
lenge for ourselves. Management 
must and will make still further 
progress in the technology of pro- 
duction. Labor should and must 
do its part by stepping up their 
individual productivity, and prog- 
ress toward more _ economical, 
lower-cost distribution can also be 
achieved by a more intelligent and 
effective use of ourselves as sales- 
men—by education—by training 
—by better planning of our work, 
and by a more accurate knowledge 
of consumer needs. 


Fifth—It is a market where the 
seller must be more conscious of 
the buyer’s need—more sensitive 
to changing buyer trends. 


Sixth—It is a market requiring 
greater advertising skill—better 
judgment in media selection. 


Finally—We are again entering 
the good, wholesome competitive 
atmosphere of a buyer’s market 
where the consumer is boss, where 
laziness, inefficiency and slip-shod 
ways will no longer be _ good 
enough—today’s phrase of “That’s 
it, brother, take it or leave it” 
will change to, in fact is already 
changing to, “Hold everything, 
brother, I have what you want.” 





If 1946 was a Year of Confusion, 
I believe 1947 can be the first year 
of a Decade of Unprecedented Op- 
portunity. 

Yet some people are worried 
by such a prospect. They are 
afraid it may mean a boom fol- 
lowed by a bust. I see no reason 
for such fears. I believe we are al- 
ready moving from a seller’s mar- 
ket, which had some appearances 
of a boom, to a buyer’s market, 
which will, in my opinion, be far 
from a bust. As a matter of fact, 
I contend that the kind of a buy- 
er’s market we now face is a 
healthy market—a market where 
the emphasis will be on the con- 
sumer. Those are the conditions 
which made America great, and 
which will make it greater. I see 
no reason why the next decade 
should not be that kind of a dec- 
ade—healthy, prosperous and a 
progressive period for all of us. 
But, we’ve got to avoid the present 
wild and fantastic scramble for 
money wealth. We’ve got to sub- 
stitute product wealth. 

I am going to end this talk by 
citing the result of a recent ‘“For- 
tune” poll by Elmo Roper. A cross- 
section of the American people 
were asked whether they thought 
their opportunities were better or 
worse today than the opportunities 
of their fathers. Seventy percent 
said better. When these same peo- 
ple were asked if their sons would 
have a better world, 62% said 
better. These 62% were undoubt- 
edly looking the atomic bomb 


right smack in the eye. That’s 
American fortitude. That’s Amer- 
ican confidence. That’s good old 
American common sense and op- 
timism. 

How can we lose in a country 
made up of people like that? 





U. S. Conciliation and 


Collective 


(Continued from page 649) 


policy is one of free collective 
bargaining. Nowhere in govern- 
ment is there a bureau or an 
agency that can order you or any 
employer to write a particular 
clause or a particular condition 
into any contract with a union. 
The government’s role at the bar- 
gaining table is limited to that of 
conciliation. 

This policy has imposed grave 
responsibilities on our Concilia- 
tors. But, it has imposed an even 
greater responsibility upon man- 
agement and labor. Today, no in- 
terruption ef work can be blamed 
on the government. Today, the 
full responsibility for continuous 
production rests wholly with em- 
ployers and unions. They are the 
men who determine whether or 
not work shall be interrupted. 


From here on, whether collec- 
tive bargaining remains free de- 
pends on the ability of both man- 
agement and labor to do their 
negotiating without seriously dis- 
rupting the nation’s economy or 
interfering in the lives of their 
neighbors. 


Last year’s record was the worst 
in our history; three times more 
man-days were lost than in 1945, 
the previous peak year. I doubt 
that the citizens of this country 
will be willing to put up with 
many more years of free collec- 
tive bargaining if the stoppages 
continue to be as long and as bit- 
ter and as frequent as they were 
this past year. That nine in every 
ten disputes were settled peace- 
fully last year is not a sufficient 
defense. Last year’s record of 45,- 
000 negotiations settled peacefully 
to 5,000 strikes is not good enough 
when the stoppages include such 
big strikes as coal and steel or 
such long strikes as maritime and 
General Motors. 


Dangers of Compulsory 
Arbitration 





If work stoppages continue to 
interfere with our economy, I am 





afraid the Congress is going to 
consider seriously some form of 
compulsory arbitration. That, of 
course, will be the first step to 
many other compulsions. Once the 
government is permanently in the 
business of deciding the wage in- 
crease every year—in peace as it 
did in war — then inevitably the 
government will have to make 
other decisions on prices and pro- 
duction schedules. 


I wish I could say at this point 
that the Conciliation Service is 
your complete protection from 
that sort of regulation. It is not. 
Only labor and management set- 
tling their differences peacefully 
can guarantee such protection. 
Employers cannot do it alone. 
Neither can unions. Both must 
sit down and work this out unless 
they want the government to 
work it out for them. 

The Conciliation Service can 
help you in this effort if you will 
let us. Although we cannot guar- 
antee you complete freedom from 
strikes, we can help you to con- 
clude your negotiations peace- 
fully. 


In the year since the President’s 
Labor-Management Conference on 
Industrial Relations met in Wash- 
ington and recommended an ex- 
pansion of the Conciliation Serv- 
ice, we have been working hard to 
create a mediation agency in 
which both unions and employers 
can have confidence. I believe 
we have come a long way on that 
path in 12 months. I would like 
to say that in this effort, we have 
had some able assistance from 
Carrol French, the industrial rela- 
tions director of the NAM. 


We need other types of help 
from employers and union offi- 
cers. We depend on your judg- 
ment to bring Conciliators into 
disputes at the right moment. A 
Conciliator is needed in negotia- 
tions only if and when it begins to 
appear that the employer and 
union are approaching a deadlock. 





But, if he is expected to postpone 
a strike deadline and avert a stop- 
page, the Conciliator must be 
brought into negotiations while 
there is still some time left. You 
can help us not only by timing the 
call to the Conciliation Service 
properly, but by seeing that our 
Conciliator arrives under the 
proper circumstances. 


When Conciliation Should Begin 


In the present state of public 
uneasiness about stoppages and 
threats of stoppages, I believe that 
many employers could perform a 
valuable public relations job by 
taking the initiative in calling 
Conciliators whenever it appears 
that they may have trouble. I 
have observed that public citizens 
of the community interpret a call 
for a Conciliator as an extra ef- 
fort by the company to settle its 
negotiations peacefully without 
community disturbance. I think 
you are missing a bet when you 
let the union put in the call to 
the Conciliator. 

Part of the failure of employ- 
ers to take the initiative in call- 
ing for a Conciliator is, I believe, 
a misconception of what a me- 
diator can and cannot do. 

Our Conciliator has no forms 
for you to fill out. He makes no 
inspections. He has no authority 
to order you to do a single thing 
you don’t want to do. He cannot 
force you to open your books. He 
cannot take you to court. He is 
forbidden by order of the Secre- 
tary of Labor from ever testifying 
in court or in government hear- 
ings on any details of any dispute 
in which he acted as mediator. -In 
this respect, he has the immuni- 
ties of a doctor or a lawyer. His 
reports are confidential. 

The Conciliator’s only power is 
the power of persuasion and the 
cold eye and clear head that an 
impartial third party can con- 
tribute in a crisis. He represents 


impartial studies of the facts in 
dispute. 

If an employer and a union 
have decided to submit their dif- 
ferences to an outside umpire, the 
Conciliation Service has available 
a new panel of qualified impartial 


arbitrators. All the men on this 
panel have been screened by the 
Regional Labor-Management Ad- 
visory Committee in the area in 
which they work. These seven 
regional advisory committees are 
composed of men recommended 
by the NAM, the Chamber of 
Commerce, the AFL and the CIO. 
When an employer and union are 
unable to agree on their own ar- 
bitrator, we will on joint request, 
appoint an arbitrator for them 
from this same panel of qualified 
men. 


Occasionally, in disputes in- 
volving the public safety, a Con- 
ciliator may recommend to em- 
ployer and to union that the dis- 
pute be submitted to an Emer- 
gency Board of Inquiry. If both 
parties agree to this procedure, 
but only if both parties agree, the 
Emergency Board will conduct 
hearings and make recommenda- 
tions on the evidence. Their rec- 
ommendations are not binding but 
are intended as a basis for further 
negotiations. 


These are the major services we 
can offer you. We have made 
many changes in the Conciliation 
Service during the last year. It is 
performing efficiently and impar- 
tially. During the last year, our 
Conciliators aided, to a greater or 
lesser degree, in the peaceful set- 
tlement of 13,000 industrial dis- 
putes. Our records show that in 
90% of the disputes in which we 
were called before work had halt- 
ed, no stoppage occurred. 

Last year, we aided in the set- 
tlement of 3,400 strikes. Of those, 
64%—almost two out of every 
three—had begun before either of 





the public interest in a peaceful 
settlement. However, he will not 


make any public statements 
against you—or the union. Twice 
during the last year — to my 


knowledge—Conciliators have is- 
sued public statements criticizing 
parties to a dispute. In both in- 
stances, the Conciliator was im- 
mediately withdrawn from the 
dispute. Under our policy, a Con- 
ciliator may attempt to persuade 
either party privately to modify 
his position. But, he may not at- 
tempt to pressure either party by 
public statements. 

You will find that the Concilia- 
tor frequently can furnish the 
fresh information and fresh view- 
point that helps to get negotia- 
tions off dead center. During this 
past year, we have launched an 
intensive training program for 
our Conciliators. We have pe- 
riodic Problems Conferences in 
Washington and in every one of 
our seven regions. Part of our 
effort has been to bring to our 
staff the viewpoints of labor and 
management. For example, we 
have had aé_e representative of 
either the National Association of 
Manufacturers or the Chamber of 
Commerce as a speaker in every 
one of these training sessions. 


Expansion of Conciliation Service 


There are other services which 
we can furnish. At the recom- 
mendation of our Labor-Manage- 
ment Advisory Committee, I have 
just completed the appointment 
of 25 Special Conciliators, men of 
outstanding reputations in this 
field who will be available for oc- 
casional mediation assignments in 
key disputes. Through the device 
of this panel, we have recruited 


the occasional services of men 
whom we could not attract to gov- 
ernment service on a permanent, 
full-time basis. And, if we could 
attract them, we could not afford 
them. 

When disputes arise over wage 
incentive plans, workload, job 
evaluation or similar technical 
matters, our Technical Division is 





the parties called for the services 
of a Conciliator. We believe this 
record proves that Conciliators 
are useful. 


The Conciliation Service can 
play a useful role in your bar- 
gaining. It cannot succeed unless 
you use it. The more you use it, 
the less you need fear that the 
government will alter its policy 
of free collective bargaining. We 
are an essential part of the free 
enterprise system. But, in the 
final analysis, the best Conciliator 
in the world cannot bring about a 
peaceful settlement unless the 
employer and the union have the 
will to settle. 


N. Y. Savs.-Loan Assns. 
Report Gain in Loans 


The monthly loan volume of 
savings and loan associations for 
the month of October, 1946, kept 
pace with that shown for these 
institutions for the preceding 
month of September, according to 
figures issued recently by Zebulon 
V. Woodard, Executive Vice- 
President of the New York State 
League of Savings and Loan As- 
sociations. The League’s advices 
state that reports received cover- 
ing lending activities during Oc- 
tober show that associations in 
New York State loaned a total of 
$23,908,586 on 4,712 loans, ex- 
ceeding the amount of loans made 
during the month of September 
by approximately $200,000. Lo=7ns 
made during October, 1946, were 
approximately 90% greater in 
volume than the total loaned in 
the corresponding month of 1945, 
which was the peak for that year. 
The League further says: 

“Loans made to veterans of 
World War II continue to repre- 
sent approximately 45% of the 
total monthly loan volume, the 
total for October being $10,688,- 
588 on 1,760 loans. Of the total 
loaned by these institutions in 
October $18,633,335 was for the 
purchase of homes; $2,187,261 was 
for the construction of new homes; 
$1,387,531 for refinancing of ex- 
isting loans, and $1,700,459 was 
for repairs, modernization and all 
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Orienting International Economic Collaboration 


(Continued from first page) 
we were to achieve a World 
United, working toward a con- 
Stantly rising standard of living 
for all. It envisaged a Charter of 
the United Nations, with appro- 
priate organizations to deal on a 
global basis with problems in the 
economic, social and_ security 
fields. 


Internationa! Organizations 


It is the economic aspect of this 
design, and particularly the organ- 
izations which have been set up 
to deal with it, that I propose to 
discuss briefly this morning. My 
purpose is to relate the design and 
the organizations to the foreign 
economic policy of the United 
States, and then review the 
achievement to date in this post- 
war but pre-peace period. 


But before we consider the de- 
sign and the organizations, we 
should first consider the foreign 
economic policy they are to serve. 
For a simple statement of that 
policy, we can do no better than 
adopt the language of the Final 
Declaration of the 33rd National 
Fore:gn Trade Convention, which 
the Undersecretary of State, the 
‘Hon. William L. Clayton, speaking 
at the World Trade Dinner, un- 
qualifying endorsed. The foreign 
policy for the United States there 
proposed is so well-balanced that 
i hesitate to summarize it. Per- 
haps this paragraph will serve our 
purpose: 

“Consistent ... with the basic 
American concept of free, pri- 
vate competitive enterprise, our 
foreign economic policy is dedi- 
ca‘ed to the attainment and 
maintenance of an international 
trading system, multilateral in 
character, free of discrimina- 





tions and uneconomic restric-' 
tions, and affording access on 
substantially equal terms to ma- 
terials and markets’ every- 
where.” 


The goal is to augment interna- 
tional trade, lend it stability, ex- 
tend its scope and direct it into 
economic channels by removing 
excessive and discriminatory bar- 
riers. To foster this objective, 
three organizations are in the 
making—all of which will operate 
within the framework of the 
United Nations. The International 
Trade Organization will seek to 
reduce trade barriers, remove 
ciscriminations, eliminate quanti- 
tative trade controls, curtail re- 
strictive business practices, facili- 
tate econom:.c development, and 
contribute to economic stability, 
particularly in the field of pri- 
mary commodities. The Interna- 
tional Monetary Fund will deal 
with stability of the exchanges, 
and strive for free currency inter- 
changeab:li!y, without which for- 
eign investment and multilateral 
trade cannot thrive. The Interna- 
tional Bank for Reconstruction ' 
and Development will seek to en- ' 
courage and supplement the inter- 
nalional capital market, by assist- 
ing in the rehabilitation of old, 
and the creation of new, produc- 
tive resources. These instrumen-' 
talities are complementary, and 
the success of each is vital to the’ 
success of the whole. They were 
conceived as an integrated entity, 
but it was felt that technical and | 
tactical reasons prohibited their , 
Simultaneous consideration. This 
is regrettable, as the necessity of 
each to the other would have been 
more clearly understood had their 
development proceeded contempo- 
raneously. Even more regrettable 
was the decision to bring up the | 
Fund for first consideration. For 
this decision—which there is no 
evidence that he made—Lord 
Keynes had no better explanation 
than that “One must begin some- 
where.” In any event, the result 
was that the Fund, a subsidiary ; 
instrumentality, which in the! 
opinion of many qualified to; 
judge, might better operate as a, 
department of the International | 
Bank, was brought forward in| 


| over 


1944, when a war-stimulated emo- 
tions had generated a great surge 
of sentiment for international co- 
cperation. The campaign for the 
Bretton Woods institutions was 
tuned up to an evangelical note, 
and was of a character which left 
cur people unprepared to under- 
stand the necessity for the United 
Kingdom financial agreement 
which shortly followed. 

However, Congress authorized 
our quota of $2,750 million for the 
Fund, our subscription of $3,175 
million to the International Bank 
in 1945, and a credit of $3,750 mil- 
lion to the United Kingdom in 
1946. The Fund has completed its 
organization, accepted the existing 
rates of exchange of some of the 
participants, and expects to begin 
operations in those currencies next 
March. The Bank has completed 
its organization—is currently con- 
sidering applications for loans for 
specific projects of reconstruction 
and development—and is engaged 
in discussions as to the marketing 
of its obligations, and qualifying 
them for investment by institu- 
tions and trust funds. These dis- 
cussions have had the salutatory 
effect of bringing into the open 
Goub‘s and misgivings that have 
been entertained with respect to 
the Bank. I remind you that the 
Congress did adopt specific rec- 
ommendations made by the Amer- 
ican Bankers Association which 
provided important safeguards, 
especially for the creation of the 
National Advisory Council to co- 
ordinate United States foreign 
lending policy. The statutes of the 
Bank provided that it is to make 
loans only after a competent com- 
mittee has submitted a written 
report recommending the project 
after careful study of its merits, 
and with due regard to the pro- 
spects that the borrower will be 
in a position to meet his obliga- 
tions. The Bank is to “act pru- 
dently.”’ The United States has veto 
power over any loan to be fi- 
nanced in this market. The Bank 
can make loans, moreover, only 
after it is assured that borrowing 
cannot be done through commer- 
cial channels under reasonable 
conditions. Thus the Bank is or- 
ganized to deal with borderline 
cases which are expected to be 
good loans but which involve a 
little too much risk for private 
lending. The obligations of the 
Bank are guaranteed up to a little 
$3 billion by the United 
States Government, and beyond 
that by other governments. An- 
other of the proposals of the 
Bankers Association adopted by 
the Congress was for a full pe- 
riodical review of the operations 
of both Bank and Fund. Our re- 
sponsibility as bankers, is, I be- 
lieve, first—now that we have 
these organizations—to give our 
aid to make them effective; and 
second, to study their operations 
and be ready to recommend from 
time to time such changes as may 
be desirable. 


International Trade Organization 

But all this is preliminary. The 
heart of our design for foreign 
economic cooperation is the In- 
ternational Trade Organization, 
still to be created. This is the 
organization to clear up the ob- 
stacles to world trade which the 
conferees at Bretton Woods, in 
Section III of their report, re- 
corded their conviction must be re- 
moved before the objectives of 
the financial institutions they 
proposed could be aciheved. To 
inaugurate it, our State Depart- 
ment, in December 1945, published 
“Proposals for Expansion of World 
Trade and Employment.” These 


Proposals were presented by the 
State Department as not final nor 
perfect—and, as an honest report- 
er, I must say that foreign traders 
who studied them endorsed that 
statement. However, they have 
well served the purpose for which 
they were intended—as a working 





basis for discussions, both here 
and at the preliminary conference 
Just concluded in London. 

I do not intend to attempt here 
an analysis of the Proposals, either 
in the original form of the United 
States Suggested Charter (Sep- 
tember 1946) or as they emerged 
from the London Conference. 
Their scope and provocative na- 
ture require more time and pa- 
tience, and a smaller circle than 
we have here today. 

In substance, the document we 
took to London aimed at elimina- 
tion of all forms of discriminatory 
treatment in international com- 
merce except tariffs. Tariffs, 
which are not discriminatory per 
se, are to be dealt with this spring 
in Geneva by the same group of 
countries that met in London. 
Later, all members of the Inter- 
national Trade Organization will 
make and receive tariff conces- 
sions to the positive benefit to 
those within, and to the definite 
disadvantage to all nations re- 
maining outside the Organization. 
The document came back from 
London with several new sections, 
inserted at the insistence of in- 
dustrially poor or economically 
under-developed countries and 
those concerned with enormous 
problems of war reconstruction. 

Taking into account that our 
draft doubtless accentuated the 
concessions we desired the other 
participants to make, and mini- 
mized the price we were prepared 
to pay for them, the outcome is a 
natural one, and the suggested 
Charter is now a more realistic 
working document. The State De- 
partment has announced that pub- 
lic hearings will shortly be heid 
for discussion of the revised Char- 
ter. This is obviously the wise 
course, because of the technical 
staff of our government, which is 
to continue negotiations in Geneva 
in April, can present a viewpoint 
which has the support, not simply 
of our technical staff, but also of 
informed and able groups of our 
citizens, the prospect of their ul- 
timate acceptance both at home 
and internationally will be bright- 
ened. 

To Promote Durable Peace 


I am conscious, of course, that 
this condensed factual recital to 
which you have patiently listened 
has none of the elements of a 
scintillating Monday morning dis- 
course. Why, then, do I subject 
you to it? To understand my pur- 
pose, may I ask you to recall the 
emotion which mounted in you 
on that Sunday afteroon just five 
years ago when you realized that, 
for a second time in one genera- 
tion, we were engulfed in world 
war. I ask you to recall your feel- 
ing of exultation on V-E Day, and 
your solemn resolve on V-J Day 
that this time we must have a 
durable peace. And in that mood, 
I ask you to listen to this state- 
ment of Professor Hoskings: 


“.. With the evil of war there 
comes one good—an unexam- 
pled limbering of will and re- 
sources—a profound willingness 
and desire to accept painful 
change. To end the war means 
to recover our freedom of po- 
litical action. Unless we have 
something to do with it, the re- 
covered freedom is meaningless; 
it is the aim beyond victory 
which alone justifies the fight- 
ing.” 

I suggest to you that if our aim 
after victory is a durable peace— 
to be attained in part by an en- 
lightened foreign economic policy 
—we are still in the first stages 
of achieving it. The progress to 
date is simply overture. It began 


on a high note of triumph, but the 
recitative, though relieved by an 
occasional eloquent phrase, has 
been over-long. The spir:ts of the 
audience are flagging; their first 
fine rapture for the theme of in- 
ternational cooperation has abated. 
Before this restless, skeptical 





audience the curtain is now again 
about to be drawn back to dis- 
close the decisive scene. 


And because it is so vital, agree- 
ment upon the provisions of the 
Charter of the International Trade 
Organization will be _ infinitely 
more difficult to reach than on the 
organizations already in being. 
The Bank and Fund are lending 
institutions in which our function 
is to put up much of the capital 
which the other participants hope 
to utilize. As a nation, our ten- 
dency is to over-emphasize the 
role of credit, granting it liberally 
and utilizing it freely. The Bank 
and the Fund were planned and 
approved when we were in a war- 
time lending, spending, mood, and 
the argument could be, and was, 
made that to risk a few billions 
tor peace added but little to the 
enormous sums which we appro- 
priated for war. But the Charter 
comes before us for support and 
ratification at a time when our 
people are in a different mood. If 
it is to succeed, it will require 
from us something beside and ad- 
ditional grant of funds. It will 
require something much more dif- 
ficult—a change in some of our 
national habits of thought. 

As I have promised you, I do 
not intend to discuss the provi- 
sions of the Charter this morning. 
ButIdo want you to understand the 
background against which it is 
projected. To be globally effec- 
tive, it should devise general rules 
for the international contacts of 
free markets and state-controlled 
economies— whether socialist, 
communist or fascist — which 
would be susceptible of equal ap- 
plication to both types of coun- 
tries and acceptable to both. And 
if, as Dr. Jacob Viner states, no 
one has yet succeeded in that at- 
tempt, we have the choice either 
to press for the abolition of state- 
monopoly trading everywhere, or 
to place upon state-trading coun- 
tries'no restrictions which are al- 
sc not assumed by free-market 
countries. If we choose the first 
alternative, it will be regarded by 
the state-traders as a declaration 
oi economic war, and as such be 
strongly resisted. If we choose the 
second alternative, we will be 
charged with acquiescence _ in 
sitate-trading. I offer no brief for 
our representatives in the solution 
of the problem. I believe that our 
representatives should be afforded 
latitude in dealing with it. Never- 
theless, I feel that our voice and 
our vote should at all times favor 
private enterprise in preference to 
government enterovrise; free enter- 
price in preference to controlled 
enterprise; competitive enterprise 
in preference to monopolistic en- 
terprise; and that no concessions 
be made which would involve the 
United States in operations which 
importantly violate these princi- 
ples. 

World Wants U. S. Economic 

Stability 

That issue is illustrative of the 
concessions we want from the 
other conferees. What do they 
seek from us? Essentially, that 
we give them some assurance that 
we have taken steps to prevent a 
recurrence of the depression of 
the 1930’s, and narrow the pattern 
of our alternate “booms” and 
“busts” which spread with acceler- 
ative effect around the _ globe, 
and, specifically, that we _ shall 
surrender the privilege of export- 
ing our depressions by subsidies, 
heightened tariffs and similar de- 
vices. As Walter Lippmann recent- 
ly observed, “The whole world— 
all of Europe, Britain, Russia— 
are living today with an acute 
sense that an economic catastrophe 
in the United States would shake 
the world. If we were able te 
assure them that we have the will 
and the knowledge to avert an- 
other 1929, we could do more to 
relieve them of their worst anxie- 
ties, more to persuade them that 
peace is possible through the 
United Nations, than by any other 
thing we could do.” 


To that I would like to add that 
the whole world is living today 





also in acute fear that, if we have 
another 1929, we will also have 
another 1930. It was in 1930 that 
we enacted the Smoot-Hawley 
Tariff, which boosted the duty on 
imports about 16%. If we are to 
secure the adherence of other na- 
tions to the Charter, we will have 
to give them reasonable assur- 
ance that we will continue to buy 
their commodities in bad years as 
well as good. Recent press dis~ 
patches with regard to movements 
on the part of sectional interests 
to curtail the Executive authority, 
under the Trade Agreement Act, 
to make tariff reductions up to 
50% from present rates, do not 
contribute to that assurance, I 
suspect that most of this audience 
were not interested in tariff-mak- 
ing in 1930. For their enlight- 
ment, and to refresh the memories 
of those of you who were then 
adult, let me quote you an at-the- 
time observation. The National 
City Bank of New York monthly 
bulletin for July, 1930 said this: 
“the law itself is not so bad 
as the experience of getting the 
revision. For nearly a year- 
and-a-half hearings, proposals 
and arguments on the subject 
have figured in the news of the 
world. Not only have many iIn~ 
dustries and lines of trade been 
in a state of suspense but in- 
dustries and trades of many 
countries have been deeply in- 
volved. The employment and 
livelihood of thousands of work- 
ers have seemed to be depend- 
ent upon the terms of the bill. 
Every disturbing proposal has 
not been enacted, but naturally 
the worst have had the greatest 
publicity, and the effects of that 
publicity have made an impres- 
sion more or less lasting, even 
though many of the objection- 
able proposals were eliminated. 
Almost every country of any 
importance in trade has been 
aroused to the point of making 
representations, either officially 
or through trade bodies, con- 
cerning features of the measure 
which were thought to threaten 
harm to-its industries.” 


The Trade Agreement Mechanism 


Viewed in that perspective, it 
seems fair to ask those who are 
threatening to revise our trade 
agreements mechanism, whether 
they are not placing themselves 
within the category of those who, 
in the language of Henry Hazlett, 
fail to distinguish between those 
policies which in the long run 
benefit everybody, and those pol- 
icies which benefit certain groups 
cnly, and at the expense of all 
others. 

The 
parent. 


alternative is all too ap- 
Under the guise of stabili- 
zation the British have created a 
monopoly in cocoa. Argentine, 
Brazil, and India have imposed 
embargoes, quotas, and licensing 
upon the exports of hides, skins 
and leather goods. India also re- 
stricts the exportation of burlap, 
jute, and pepper. 

For a lucid comment on action 
of this sort, let me again quote Mr, 
Hazlett: 

“ .. They are an attempt to 
impose once more the kind of 
‘stabilization’ that Brazil at- 
tempted for coffee; Japan for 
silk; Britain for rubber, the 
United States for cotton. None 
of these plans worked as their 
sponsors intended; all of them 
(except the cotton plan, which 
was baled out by a world war) 
ended disastrously even for 
their supposed beneficiaries. 

“ .. To the extent that such 
plans as these are sincere and 
disinterested, their authors fail 
to recognize that the markets of 
the world, if left free, can 
achieve the stabilization of both 
prices and stocks infinitely bet- 
ter than any government board, 
national or international. The 
markets are not perfect; they 
sometimes make mistakes; but 
their mistakes never reach the 
dimensions and persistence of 
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‘stabi- | 


those governmental 


» >? 


lizers’. 


Other nations have erected hid- | 
Gen trade barriers against our ex- | 
port trade. The Kentucky Distil- | 
jers Association, in a pamphlet 
entitled “‘We Ask Fair Play” sets 
out in detail the contrast between 
the treatment accorded foreign 
competitors in our market, to 
which virtually every type of al-| 
coholic beverage produced in any | 
part of the world has unrestricted | 
access, and the devices by which 


American whiskies are excluded | 


from various foreign markets. Here 


again I do not intend to go into | 


detail, though I assure you that 
evidence of similar handicaps can 
be supplied by any group of ex- 
porters. My point is that the one 
best hope of turning the world 
away from this fruitless, witless 
sort of back-biting lies in interna- 
tional trade conferences from 
which genuinely useful proposals 
can and will emerge. In a world 


trading. We should give fair play, 





of states separately governed, the 
conference method of _ getting 
along is the alternative to trade 
war—and eventually—to shooting 
war. 

I would like to conclude my ar- 
gument with you, for support of 
our foreign economic program and 
of the organizations which are its 
instrumentalities by reiteration of 
my statement, made at the outset, 
that our paramount economic 
strength gives us the privilege 
and the responsibility, not to dic- 
tate, but to lead, and by our ex- 
ample to support, the movement 
of the world back to multilateral 


and see that we get fair play. The 
Charter is the focal point around 
which should rally those who be- 
lieve that the main prize of vic- 
tory is the power to establish a 
world in which all nations can 
work together for security and 
mutual advantage. 
We should lead that rally. 





Outlook for Inter-American Trade 


(Continued from page 649) 


able, I foresee a rapid expansion 
of trucking, bus services, and util- 
ization of motor transportation. 
Several countries have already 
formulated vigorous highway con- 
struction programs. The new Five 
Year Plan in Argentina envisages 
the expenditure on highways of 
110,000,000 pesos ($27,500,000) a 
year, to construct over 5,000 miles 





of new roads, connecting the in-| 


terior points with ports and rivers, 
and tying up the mountain re- 
gions by means of a lateral road 
along the Chilean frontier. In 
Brazil, the Federal Government 
is attempting to economize to 
combat inflation, but the southern 
states, particularly Sao Paulo and 
Rio Grande do Sul, have enlarged 
their highway budgets. In eastern 
Venezuela, the oil companies are 
building new roads. 

President Aleman of Mexico 
has not yet announced his pro- 
gram for highway construction, 
but there is every reason to believe 
that he will want to complete the 
highway from Ciudad Juarez 
(dacross the Rio Grande from El 
Paso, Texas) to Mexico City, and 
will also push the uncompleted 
sections of the West Coast high- 
way so as to connect the impor- 
tant West Coast states and lower 
California with Central Mexico. 
In Central America, work is most 
active in Guatemala, where the 
government has a new grant of 
$10,000,000 from the United States. 
This is being used to rebuild the 
Guatemalan section of the Inter- 
American Highway. Mexico will 
mo doubt finish its section dur- 
ing the Aleman administration. 
Work in the other Central Ameri- 
can countries has slowed down for 
Jack of funds. 


The war has brought unprece- 
dented prosperity to manufactur- 
ing enterprises, and has given 
rise to numerous new establish- 
ments, including a_ substantial 
number of important undertak- 
ings in which United States firms 
have participation. Perhaps not 
all of the war-time industries will 
survive, but there have been 
many sound developments, and 
industrialization has reached a 
new level of importance in the 
larger countries. Equally impor- 
tant have been the steps taken 
to diversify agricultural produc- 
tion and to improve agricultural 
methods. 

Along with increased productiv- 
ity there has developed a broader 
distribution of wealth, which, in 
turn, provides a broader and 
sounder base of political respon- 
sibilty. 


Increase in Exports 


The aggregate value of the ex- 
ports of the 20 Latin American 
republics has increased steadily 
since 1940, and in 1945 amounted 
to $3,251 million, the largest total 
in any year in history except 
1920. Latin American imports 
were nearly stationary from 1938 





to 194%, but rose substantially in 
1944 and still more in 1945. In the 
last mentioned year, the total 
value of imports was. $2,272 mil- 
lion, a total surpassed only in the 
year 1920, and in the five years 
1925 through 1929. 

The destination of Latin Ameri- 
can exports was strongly influ- 
enced by the war. In the late 
1930’s, around 33% of aggregate 
Latin American exports were 
going to the United States, 15% 
to Canada, 5.5% to the other 





American republics, 8% to the 
Netherlands West Indies, 2.3% to| 
Asia, Africa and Oceania, 16.7% 
to the United Kingdom, and the 
balance of 33% to Continental 
Europe. In 1945 the United States 
took about 50% of the total value 
of exports, other American repub- 
lics 16.6%, United Kingdom 12%, 
Continental Europe 8.6%, Canada 
1.3%, Africa, Asia, and Oceania 
1.8%, all other 9.7%. 


There have also been important 
changes in the principal sources 
‘of imports into Latin America. 
This is shown by setting the per- 
centage distribution for the years 
1936-38 side-by-side with the per- 
centages for 1945, for each of the 
major countries or areas: United 
States, 1936-38 average, 33.0%, 
year 1945, 58.5%; other American 
republics 9.6, 25.6; Canada 1.1, 1.9; 
United Kingdom 13.1, 3.6; Con- 
tinental Europe 34.7, 6.1; Africa, 
Asia and Oceania 6.2, 2.6; all other 
2.0, 1.7. 


During the war years Latin 
American trade with Continental 
Europe dwindled to a very low 
point. The revival since the war 
has been principally in exports of 
foodstuffs, textile fabrics, and cer- 
tain raw materials to Europe. 
Some large shipments were made 
on behalf of the United Nations 
Relief and Rehabilitation Admin- 
istration. Several of the Latin 
American republics have also ex- 
tended credits to European coun- 
tries as the basis for reviving 
trade with that area. Imports from 
Europe are also gradually picking 
up, but at a considerably slower 
rate. Among the major items in- 
volved in this trade have been 
such things as wood pulp, hard- 
ware, and machines from Sweden, 
and textile machinery and chem- 
icals from Switzerland. A rela- 
tively small volume of imports, 
consisting principally of news- 
print, has been received from 
USSR. 


Before the war Germany oc- 
cupied a larger position than any 
other Continental European coun- 
try in the trade with Latin Amer- 
ica. In 1938 Germany took 10% of 
the aggregate Latin American ex- 
ports, and furnished 16% of the 
aggregate imports. Germany was a 
major market for such products 
as tobacco, cotton, hides, cacao, 


and textiles. In view of the al- 
most complete elimination of Ger- 
many for the foreign trade pic- 
ture, together with the physical 
destruction and economic disor- 
ganization and reorientation of 
Central and Eastern Europe, it ap- 
pears unlikely that the European 
continent will again, at least in 
the near future, occupy as prom- 
inent a position in Latin Ameri- 
can trade as it did in earlier years. 
A new development has been 
the appearance of the Union of 
South Africa as a factor in Latin 
American trade. It has taken sub- 
stantial amounts of textiles and 
foodstuffs and has supplied coal 
and lumber. 


Prior to the 1930’s, Latin Amer- 
ican foreign trade with Asia con- 
sisted principally of imports of 
jute, tea, silk and miscellaneous 
Japanese handicraft articles. Dur- 
ing the 1930’s Japan developed its 
exports to Latin America, espec- 
ially cotton textiles, and also be- 
came an important purchaser of 
Latin American raw cotton, wool, 
hides, and metals. These inter- 
changes have been affected, not 
only by the temporary elimina- 
tion of Japan as an important 
trading nation, but also by the 
fact that the Latin American 
countries have developed local 
production of articles, or substi- 
tutes for articles, formerly im- 
ported from the Far East. For ex- 
ample, Brazil is now a producer 
of silk and tea, Peru has started 
tea plantations, and most of the 
countries have been developing 
local fibres as a substitute for 
jute. Nevertheless, there will 
doubtless continue to be a con- 
siderable demand for some 
Oriental products, especially jute. 
In the past, Latin America has 
also taken substantial quantities 
of copra from the Philippine Is- 





lands. Part of this market remains, 
but several Latin American coun- 
tries have expanded production 





of vegetable oils. 


Increased Interchange of Latin 
American Products 


One striking feature of the war- 
time trade developments has been 
the greatly increased interchanges 
among the various Latin Ameri- 
can republics. Some of this trade 
has obviously been of an emer- 
gency character, but it appears 
likely that the inter-Latin-Ameri- 
can trade will remain on a higher 
level than before the war. The 
diversification of Latin American 
economies and the improvement 
of transportation facilities, are 
important factors tending towards 
more trade between adjacent 
countries. A considerable part of 
the war-time increase has been in 
food products. There have also 
been some important instances of 
exports of manufactured goods, 
particularly exports of cotton fab- 
rics from Brazil to Argentina. 

The relative position of the 
United Kingdom in Latin Ameri- 
can foreign trade has been declin- 
ing slowly over a considerable 
period of years. At the same time, 
Great Britain remains second 
only to the United States as a 
market for Latin American pro- 
duce. Imports from the United 
Kingdom declined darstically dur- 
ing the war but have made some 
gains since the end of hostilities. 
For the immediate future, in view 
of the great backlog of demand in 
Latin America, the outlook for 
British exports is conditioned less 
by competitive conditions than by 
the productive capacity of the 
British nation. 


Trade With U. S. 


Mention has already been made 
of the large increase of United 
States trade with the other Amer- 
ican republics. Here again much 
of the increase was abnormal and 
is not likely to survive a revival 
of peacetime competitive condi- 
tions. At the same time, it is 
reasonable to expect that both 
United States imports from Latin 
America and United States ex- 





and coffee, and supplied a large 
variety of manufactured products 
in return, especially iron and steel 





products, machinery, 


ports to the southern republics 


| will remain on a higher level 
chemicals than before the war. It is signifi- 


cant that Latin American exports ! 
to the United States are steadily 
becoming more diversified and 
now include many types of semi- 
manufactures, finished manufac- 
tures, and handicraft articles, as 
well as the great staples of com- 
merce that have long comprised 
the bulk of this movement. 

Up to this point I have been 
basing the discussion on the sta- 
tistical returns of the Latin Amer- 
ican countries. An examination of 
the United States trade statistics 
shows that our trade with the 20 
Latin American republics had 
risen by 1945 to the largest point 
in history, except for the one 
year 1920. 

The war-time 
United States with the other 
American republics showed a 
relatively greater increase of im- 
ports than of exports. Purchases 
included not only larger amounts 
of strategic and critical materials 
usually procured from Latin 
America, but also included sub- 
stantial quantities of essential 
goods which had previously come 
largely from the Far East. There 
were also important purchases of 
such articles as alcoholic bever- 
ages, candy, jewlry, leather goods, 
and textiles. On the other hand, 
United States exports were held 
in check by the Gargantuan ap- 
petite of the military services, al- 
though the United States allocated 
to the other American republics 
supplies of manufactured goods 
and raw materials on the “share- 
and-share-alike” principle. 


trade of the 





Growth of U. S. Exports 


Since the end of the war, as 
most types of goods have become 
more plentiful, United States ex- 
ports to Latin America have in- 
creased steadily. During the first 
10 months of 1946 United States 
exports to Latin America were at 
the monthly rate of $154 million, 
nearly four times the monthly 
rate in 1936-38. During the same 
period of 1946, United States im- 
ports from Latin America (not 
including gold and silver) were 
at the monthly rate of $141 mil- 
lion, or slightly more than three 
times the pre-war rate. 


Important Position of Latin 
America 


The important position that 

Latin America has come to oc- 
cupy as a supplier of the United 
States is indicated by the fact 
that whereas in 1936-38 imports 
from the Latin American repub- 
lics represented only 23% of total 
United States imports, in 1945 im- 
ports from Latin America were 
39% of the total. Latin America 
is also taking a larger proportion 
of United States total exports. In 
1936-38 exports to Latin America 
were 16% of total United States 
exports; in 1945 Latin America 
tonk 29% of United States ex- 
ports. 
There is every reason to believe 
that our trade with Latin Amer- 
ica will continue at high levels for 
the immediate future. Most of the 
republics have substantial ex- 
change reserves and the total is 
continuing to increase. There is 
also still a large backlog of de- 
mand. It seems likely that the 
total value of our trade with Latin 
America will be somewhat larger 
in 1947 than in 1946. 


At the same time, it should be 
realized that there are some rough 
spots ahead. Not all of the ap- 
proximately $5 billion of Latin 
American exchange reserves is 
available for purchases abroad, 
since substantial amounts must be 
held as monetary reserves. 
Several countries are already 
having exchange difficulties. Fur- 
thermore, some of the countries 
require special import or ex- 
change licenses, either for the 


purpose of protecting their ex- 
change position or with a view to 
keeping out imports which com- 
pete with local industries. The 





war has fanned the flames of 
nationalism, and in some cases 


protection has been pushed to un- 
economic extremes. 


It should also be kept in mind 
that the composition of the trade 
is constantly undergoing change. 
The development of new crops 
and new industries may affect the 
market for some lines, but should 
result in a larger market in other 
products. All in all, I believe we 
are justified in looking forward 
with optimism to the future of 
our trade and other economic re- 
lations with our neighbors to the 
south. 


Gardner Pres .cf 
Coffee & Sugar Exch. 


John C. Gardner, Vice- 
President of Lowry & Co., Ine., 
Sugar Brokers & Merchants of 
New York, was elected to the 
Presidency of the New York Cof- 
fee and Sugar Exchange, Inc. by 
the membership on Jan. 16, Mr. 
Gardner has been connected with 
the sugar industry since 1919 and 
has been a member of the New 
York Coffee ana sugar Exchange, 
Inc. since 1932, was elected to the 
Board of Managers in January, 
1942 and has held the offices of 
Treasurer and Vice-President pre- 
vious to his present elevation. Mr. 
Gardner is a Director of the Naz, 
tional Association of Commodity 
Exchanges and Allied Trades, Ine, 
and is known as a writer on sugar 
subjects. He appeared as a wit- 
ness before the Anderson Com- 
mittee of the House of Represen- 
tatives to investigate the sugar 
shortage in 1945 and acted as 
technical advisor to the Commit- 
tee during the preparation of its 
report. 


Herbert G. Bell, partner of the 
firm of Hayden, Stone & Co. of 
New York, has been elected to the 
office of Vice-President of the 
Coffee and Sugar Exchange. Mr. 
Bell began his career with that 
firm in Boston and later trans- 
ferred to New York when an of- 
fice was first ovened here and 
has been a partner since 1931. He 
has served as a member of the 
Board of Managers since 1939. 
Mr. Bell holds memberships in 
the following Exchanges: New 
York Steck; New York Curb; New 
York Commodity: New York Cot- 
ton and New York Coffee and 
Sugar Exchange, Inc. 

F, R. Horne of the firm of 
Thomson & McKinnon was re- 
elected to the office of Treasurer 
of the Coffee and Sugar Exchange. 
In addition, the following were 
elected to the Board of Managers 
to serve for the neriod of 2 years: 
G. W. Knauth; Ody H. Lamborn; 
Gustavo Lobo. Jr.; Chandler AS 
Mackey; John H. Naumann; A. M. 
Walbridge. 








Chairman oi FD! 
Reports No Loss 


Chairman Maple T. Harl of the 
Federal Deposit Insurance Corpo- 
ration announced on Dec. 31 that 
the country is well into its third 
year without a loss to any depos- 
itor of an insured bank. As with 
1945, there was no failure of an 
insured bank in 1946, and only 
one merger requiring financial aid 
from FDIC, he said, adding that 
in each merger case all depositors 
were fully protected. The advices 
from the FDIC aso said: 


“During the 13 years of its ex- 
istence, Mr. Harl pointed out, 399 
insured banks were liquidated or 
merged with the aid of advances 
from the Corporation. The 1,310,- 
000 depositors of these banks held 
deposits of $505 million. Of these 
deposits, 98% were made avail- 
able promptly to depositors, of 
whom fewer than one-quarter of 
1% held accounts in excess of 
$5,000 that were not fully pro- 
tected. 


“Total assets of the Corporation 





on Dec. 31, 1946 were about $1,- 
, 060,000,000, Mr. Harl estimated in 
his year-end statement.” 
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Wartime Banking 
Developments 


(Continued from page 651) 


loans, on the other hand, showed 
substantial increases as durable 


| 


their first decrease since the be- 
ginning of the defense and war 


goods reached the market, the periods. This new trend reflected 


demand for homes 
and the reconversion to civilian 
production took place. 


. For the six and one-half year 
period since Dec. 31, 1939, the 
two classes of commercial banks 
(national banks and State com- 
mercial banks) showed signif- 
icantly greater increases in as- 
sets than mutual savings banks. 


During the six months ending | 


June 30, 1946, however, mutual 
savings banks continued their 
growth while assets of com- 
mercial banks were declining. 

. During the first six months of 
1946, while United States Gov- 
ernment deposits were decreas- 
ing, some of the other deposit 
items continued to increase. 
Thus, a $11.2 billion decline in 
United States Government de- 
posits was in part offset by a 
$7.0 billion increase in time and 
demand deposits of individuals, 
partnerships, and corporations, 
and deposits of States and po- 
litical subdivisions. 

. The ratio of capital accounts to 
total deposits for all active 
banks has declined during the 
period from Dec. 31, 1939, 
through June 30, 1946. The ratio 
of capital accounts to deposits 
minus cash and United States 
Government securities, how- 
ever, has risen. 


Bank Assets 


First decline in assets since be- 
ginning of war occurred during 
January-June, 1946. The latest re- 
port on bank assets and liabilities 
indicates that during the first six 
months of 1946 bank assets showed 


increased,| primarily the Federal 


| 
! 





Govern- 
ment’s debt reduction program 
which was started on March l, 


ance had been built up consider- 
ably as a result of over-subscrip- 
tions in the Seventh War Loan 
and the Victory Loan. Meanwhile, 
the budgetary outlook of the Fed- 
eral Government had improved 
substantially, making it possible 
for the Treasury to use some of 
the funds to pay off a large part 
of maturing securities each month 
beginning March 1, 1946. 

During the six months January 
through June, 1946, total assets of 
all active banks decline $5.6 bil- 
lion from the all-time reported 
peak of $178.4 billion on Dec. 31, 
1945 to a new total of $172.7 bil- 
lion as of June 30, 1946. The two 
classes of commercial banks (na- 
tional banks and State commer- 
cial banks) reflected this change 
in trend by showing a comparable 
decline in assets resulting prima- 
rily from reductions in holdings of 
United States Government secur- 
ities on the assets side and United 
States Government deposits on the 
liability side of the balance sheet. 
Mutual savings banks, on the other 
nand, had an increase in assets 
during the period at a rate con- 


sistent with that shown during 
previous six-month periods. These 
banks had practically no deposits 
of the United States Government 
to be drawn on for the pay-off 
program. The following table 
presents a distribution of total 
bank assets by classes of banks 
as of June 30, 1945, Dec. 31, 1945, 
and June 30, 1946. 


TOTAL ASSETS 
(In billions of dollars) 


Class of Banks— 
Peeenes Senks .............. 
State commercial banks 
Mutual savings banks 
Private banks 


June 30,’45 Dec. 31,’45 June 30, ’46 


81.8 90.5 
70.6 
17.0 


0.3 


86.0 
68.4 
18.0 

0.3 


178.4 172.7 





1946. The government’s cash bal-| ownward 





PERCENTAGE CHANGE 


Class of Banks— 
National banks 


Mutual savings banks 
Private banks 


Bank holdings of United States 
Government securities show 
trend. The Federal 
Government’s debt reduction pro- 
gram was responsible for signif- 
icant changes in the various asset 
items, and particularly United 
States Government securities, 
during the six months ending 





From Dec. 31, 
1945— 
June 30, 1946 
—5 
—3 
6 


41 


From June 30, 
1945— 
Dec. 31, 1945 


—3 

June 30, 1946. Bank holdings of 
United States Government secur- 
ities showed a decline of $5.4 bil- 
lion in the first six months of 1946 
from the peak on Dec. 31, 1945. 
The following table presents a 
distribution of the various asset 
items as of June 30, 1945, Dec. 31, 
1945, and June 30, 1946. 


ASSETS 
(In billions of dollars) 
June 30,’45 Dec. 31,’45 June 30, ’46 


U. S. Government direct and 
guaranteed obligations 

Loans and discounts 

Other securities 

Interbank and reserve balances 

Other assets 


Total assets 


Decline in government secur- 
ities concentrated in commercial 
banks. This declining trend was 
reflected completely in the hold- 
ings of Federal securities by na- 
tional banks and State commer- 
cial banks. These banks owned a 
large proportion of the maturing 
securities paid off in cash, and in 
addition liquidated government 
security holdings in the market 
by sales to other investors. Thus, 
in the first six months of 1946, 
national bank holdings of United 
States Government securities de- 
clined $4.0 billion, while holdings 
of State commercial banks drop- 
ped $2.2 billion. 

In contrast to this, mutual sav- 
ings banks continued to increase 
their holdings of United States 
Government securities during the 
first six months of 1946, even 
after the Federal Government 
started its debt reduction pro- 
gram. From Dec. 31, 1945, to June 
30, 1946, Federal security holdings 
of mutual savings banks increased 
by $0.8 billion. Their increased 
holdings resulted from purchases 


in the market from other inves- 
tors as well as from deferred pur- 
chases made in the Victory Loan. 

Other asset items also affected 
by debt reduction program. Bank 
loans were also affected by the 





Chart I-ASSETS OF ALL ACTIVE BANKS 
IN THE UNITED STATES Y 
December 31, 1939-June 30, 1946 





$ Billions 












































1944 


Y Includes bonks in territories and possessions 
& See accompanying Table |, footnote 2 


Office of the Secretory of the Weosury, Division of Reseorch ond Statistics 


Detail of Assets 


172.7 











government debt pay-off program 
during the first six months of 
1946, as reflected in declining 
loans to carry securities. During 
the period of large-scale war fi- 
nancing, bank loans for the pur- 
pose of purchasing and carrying 


TOTAL 
(In billions 


Dec. 31, 


Class of Banks— 
National banks 
State commercial banks __ 
Mutual savings banks___- 
Private banks 


1939 
35.3 
29.5 
11.9 

0.9 


77.6 


Heaviest growth in commercial 
banks over 6% year period. As 
the above table shows, the heav- 
lest growth of bank assets oc- 
curred in the two classes of com- 
mercial banks (national banks 
and State commercial banks). The 
increases of over 130% in the as- 
sets of these two classes of banks 
are largely a reflection of the rise, 
in demand deposits over the pe- 
riod, since commercial banks hold 
all of the demand deposits (with 
negligible exceptions). This in- 
creasing trend, as described above, 
has been reversed in the last six 
months. 

Mutual savings banks, as the 
table shows, had a much smaller 
increase in assets (52%) over the 
six and one-half year period. This 
was due to two factors: (1) the 
deposits held by this class of bank 
are almost exclusively time de- 
posits, which increased at a ma- 
terially slower rate than demand 


deposits during the early war | 


years; and (2) these banks are 
concentrated in the northeastern 


part of the country, where war-| 


time business expansion did not 
reach the levels of other regions. 
For the last six months, however, 
savings bank assets have continued: 


securities were made in substan- 
tial number and amount. 
Consumer, business, and real 
estate loans showed the beginning 
of peacetime financing as more 
consumer goods became available 


|in the first half of 1946. During 


the six months January through 
June, 1946, loans of all types rose 
by $1.2 billion. 

Other securities, comprising 
State and local and miscellaneous 
securities, in the first six months 
of 1946 also showed a new growth 
which had started very slowly 
early in 1944. For the period they 
had an increase of $0.6 billion. 

Total assets increased 123% 
from Dec. 31, 1939, through June 
30, 1946. The change in total as- 
sets over the recent six-month 
period, although an important de- 
parture from trend, did not make 
a deep inroad in the increases over 
the six and one-half year period 
since Dec. 31, 1939. For conven- 
ience this date is used to represent 
the beginning of the defense pe- 
riod. For the six and one-half 
years, total assets of all active 
banks increased by $95.1 billion. 
They rose from $77.6 billion at 
the beginning of the period to 
$172.7 billion at the end, a total 
percentage increase of 123%. The 
table below shows the distribu- 
tion of total assets by classes of 
banks as of Dec. 31, 1939, and June 





30, 1946. 


ASSETS 
of dollars) 


June 30, 
1946 
86.0 
68.4 
18.0 

0.3 


Change 
Amount Percent 
+ 50.7 +143 
+-38.9 -+- 132 
+ 6.2 + 52 
— 0.6 — 68 


+ 95.1 +123 


172.7 


their upward trend while the as- 
sets of commercial banks were de- 
clining because of withdrawals of 
government deposits. 

The decline in assets of private 
banks during the last six and one- 
half years resulted primarily from 
a decrease in the number of banks 
in that class as some of the larger 
ones. shifted into the commercial 
bank category. 

United States Government se- 
curity holdings multiplied 5 times. 
Over the six and one-half year pe- 
riod, Dec. 31, 1939, to June 30, 
1946, United States Government 
securities showed the most sub- 
stantial increases among the vari- 
ous asset items. Federal securities 
held by all active banks increased 
by $77.1 billion, or 396% during 
the period (Chart 1). United States 
Government securities accounted 
for four-fifths of the increase of 
$95.1 billion in total assets. Asa 
proportion of total assets of all 
active banks, Federal securities 
rose from 25% on Dec. 31, 1939, to 
| 56% on June 30, 1946. The follow- 


ing table presents the major asset 
items as of Dec. 31, 1939, and June 
| 30, 1946, and the change over the 
| period: 


ASSETS 
(In billions of dollars) 


Dec. 31, June 30, Change 
1939 1946 Amount Percent 


U. S. Government direct and guar- 


anteed obligations 
Loans and discounts 
Other securities 


Interbank and reserve balances_-_- 


Other assets 


Total assets 


Striking similarity in growth. of 


Federal securities of national vs. | 


State commercial banks. United 
States Government securities held 
by the two classes of commercial 
banks, national banks and State 
commercial banks have followed 
a strikingly similar course dur- 
ing the period from Dec. 31, 1939, 
through June 30, 1946. They 
had almost parallel increases 
in government securities of 423% 
and 451% for national banks 
and State commercial banks. 
respectively. Federal securities 


96.5 
31.7 
9.2 
31.7 
3.5 


+77.1 
+ 9.3 
— 0.1 
+ 9.5 
— 0.7 


+396 
+ 42 
— 1 
+ 43 
— 15 


22.2 








172.7 + 95.1 +123 


| accounted for 76% of the total in- 
crease in national bank assets 
while for State commercial banks 
this rate was 79%. -As-a propor- 
tion of total assets of each of these 
classes. of banks, United States 
Government security holdings 
again showed corresponding 
changes for the six and one-half 
year period. In the case of na- 
tional banks, government securi- 
ties rose from 26% to 55% of to- 
tal assets from Dec. 31, 1939, 
through June 30, 1946, while in 
the case of State commercial banks 
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| 
this relationship was 23% at the} 
beginn.ng and 55% at the end of | 
the period. 

Mutual savings bank holdings 
of United States Government se- 
curities showed a greater increase 
ever the six and one-half year 
period than occurred in their total 
assets ($8.3 billion as against $6.2 
billion). A decline of $2.2 billion 
in the other asset items held by 
mutual savings banks, therefore 
accounted for about one-fourth of 
the growth in government secur- 
ities. fs a proportion of total 
mutual savings bank assets, Fed- 
eral securities accounted for 26% 
as of Dec. 31, 1939, and 63% as of 
June 30, 1946. 

Other investments showed di- 
vergent trends. Over the six and | 
one-half year period to June 30, 





| 12% 


1946, loans and discounts of all 
active banks showed an increase 
of 42% while State and local and 
other securities showed practically 
no change. Loans and discounts 
showed an increase of $9.3 billion 
over the six and one-half year pe- 
riod. In relation to total assets, 
loans and discounts accounted for 
29% at the beginning of the pe- 
riod as compared with 18% at the 
end. 

State and local, corporate, and 


other securities amounted to about 
$9.0 billion at the beginning and 
end of the period. They made up 
of total assets as of Dec. 31, 
1939, and dropped to 5% as of 
June 30, 1946. After having de- 
clined by almost $2.0 billion from 
1939 through 1943, these other se- 
curities have since been increas- 





ing steadily. As of June 30, 1946, 
other securities had finally 
reached almost the same level as 
at the beginning of the six and 
one-half year period. 


Bank Liabilities and Capital 
Accounts 


United States Government de- 
posits almost cut in half in first 
6 months of 1946. On the liabil- 
ity side of the balance sheet for 
all active banks, the most signif- 
icant development during the six 


months ending June 30, 1946, was 
the decline of United States Gov- 
ernment deposits as a result of the 
Federal government’s debt re- 
duction program. The following 
table present the major liability 
items as of June 30, 1945, Dec. 31, 
1945, and June 30, 1946. 





Chart 2-LIABILITIES AND CAPITAL ACCOUNTS 
OF ALL ACTIVE BANKS/ IN THE U.S. 
December 31/1, 1939—-June 30, I946 
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Chart 3-DEMAND AND TIME DEPOSITS OF INDIVIDUALS, 
PARTNERSHIPS, AND CORPORATIONS 
June 30, 1931-1946 
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667 
LIABILITIES AND CAPITAL ACCOUNTS 
(In billions of dollars) 
June 30, Dee.31, June 530, 
1945 1945 1946 
Liabilities— 
Deposits of individuals, partnerships, 

and corporations— 

END chehcricadetie nin cetensilin i aoe 66.7 73.9 76.9 

TOU, ei eS ase 41.3 45.3 48.5 
U. S. Govt. and postal savings deposits_ 24.5 24.8 13.6 
Deposits of States and political sub- 

GOS Aichitaiaiadita Ut tincedninkas eds 5.4 5.8 6.7 
eeeenes. GF Ones... ee 12.6 14,1 12.4 
Other deposits and miscell. liabilities___ 2.2 3.8 3.5 

ORs DOD ii ciwecicaduadbiicais 152.9 167.7 161.5 
CAes GOOCNNET .....nocncuccduoucuin 10.2 10.6 11.2 
Total liabilities and capital accounts___-_ 163.0 178.4 172.7 


As the table shows, during the 
first six months of 1946, United’ 
States Government deposits de-| 
clined from $24.8 billion to $13.6! 
billion, as withdrawals were made 
for the purpose of paying off ma- 
turing securities, as well as for 
net operating outlays. The $11.2 
billion decline in United States 
Government deposits was to a 
large extent offset by increases in 
cther deposit items during the 
first six months of 1946. Thus, 
time and demand deposits of in- 
dividuals, partnerships, and cor- 
porations rose by about $3.0 bil- 
lion each, while deposits of States 
and political subdivisions rose by 
$0.9 billion. 

Increase in liabilities concen- 
trated in deposits over 6% year 
period. For the six and one-half 
year period from Dec. 31, 1939, 
through June 30, 1946, the various 
deposit items on the liability side 
of the balance sheet accounted for | 
most of the $95.1 billion increase 
in total assets and liabilities. De- 
mand deposits of individuals, part- 
nerships, and corporations rose 


from $28.2 billion to $76.9 billion, 


LIABILITIES AND C 
(In billions 





Liabilities— 
Deposits of individuals, partner- 
ships, and corporations— 
Demand 
Time 
U. S. Government and postal sav- 
ings deposits 
Deposits of States and political 
CP hieicbcwecnsnnesed 
Deposits of banks.............-.. 
Other deposits and misc. liabilities 


Pi 8 en SE 
Cap.tal accounts 


Total liabilities & capital accounts 


Three major classes of banks 
share differently in deposit in- 
crease. As mentioned previously, 
the two classes of commercial 
banks, national banks and State 
commercial banks, hold all but 
negligible amounts of the demand 
deposits in the country. Of the 
total increase of $48.7 billion in 
demand deposits of individuals, 
partnerships, and corporations, na- 
tional banks accounted for 57% 
and State commercial banks for 
the remainder. 

The distribution of time de- 
posits of individuals, partnerships, 
and corporations among the three 
major classes of banks changed 
substantially during the six and 
one-half year period. Mutual sav- 
ings banks, at the beginning of the 
period, held the largest portion 
(41%) of the time deposits in the 
country. By June 30, 1946, this 
percentage had declined to 33%. 
Time deposits in national banks, 
on the other hand, increased from 
30% to 35% of total time deposits, 
and those in State commercial 
banks rose from 28% to 31%. Of 
the total increase in time deposits 
since Dec. 31, 1939, 41% went to 
national banks, 34% to State com- 
mercial banks, and 25% to mutual 
savings banks. 

The change in the distribution 
of time deposits between commer- 
cial banks .and mutual savings 





an increase of $48.7 billion or 
173%. For the same period, time 
deposits increased from $25.4 bil- 
lion to $48.5 billion, a rise of $23.1 
billion or 91% (Chart 2). 


Analysis of data on time and de- 
mand deposits of individuals, part- 
nerships, and corporations even 
further back than 1939, shows that 
their relationship has been 
changed more sharply than the 
later evidence indicates. Chart 3 
presents figures on demand and 
time deposits back to June 30, 
1931. From that date through 
June 30, 1938, time deposits were 
consistently larger than demand 
deposits, although the difference 
was gradually narrowed through- 
out this period. It was with the 
beginning of defense and wartime 
expansion, however, that this his- 
torical trend was reversed and 
demand deposits began to increase 
at a significantly greater rate than 
time deposits. 

The following table presents a 
distribution of the major liability 


items as of Dec. 31, 1939, and 
June 30, 1946, and the change over 
the period. 

APITAL ACCOUNTS 

of dollars) 














Dec. 31, June 30, Change 
1939 1946 Amount Percent 
28.2 76.9 +48.7 +173 
25.4 48.5 +23.1 + 91 
0.9 13.6 +126 -+1,390 
3.5 6.7 + 3.2 + 90 
9.9 12.4 + 2.5 + 25 
ye 3.5 + 2.2 +164 
69.3 161.5 +92.2 +133 
8.3 11.2 + 2.9 + 35 
77.6 172.7 +95.1 +123 


banks is due primarily to their 
geographic location. Mutual sav- 
ings banks showed the smallest 
increases because they are con- 
centrated in the northeastern 
states, which were least affected 
by wartime financial and indus- 
trial expansion. The data pre- 
sented in the article “Geographic 
Distribution of Bank Deposits” in 
the May, 1945, “Treasury Bulle- 
tin,’ show the importance of 
location in the matter of bank 
deposit increases during the war 
period. 

Capital accounts show 35% in- 
crease. Capital accounts increased 
from $8.3 billion to $11.2 billion 
over the six and one-half year pe- 
riod, a rise of $2.9 billion or 35%. 
Of the capital stock items, com- 
mon stock showed an increase of 
$0.4 billion while capital notes and 
debentures and preferred stock 
declined $0.3 billion. Surplus, un- 
divided profits, and reserves 
showed an increase of $28 billion. 

The ratio of capital accounts to 
total deposits changed from 1 to 
8.27 on Dec. 31, 1939, to 1 to 14.35 
on June 30, 1946. If total deposits 
are offset by cash and United 
States Government securities, the 


ratio of capital to remaining de- 
posits becomes 1 to 3.10 for Dec. 
31, 1939, and 1 to 2.75 for June 
30, 1946. 
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America, Rediscovered 


(Continued from page 647) 
planes, including approximately 
100,000 bombers—a plane produc- 
tion that far out-stripped the 
production of all other nations of 
the world combined, enemy or 


mention of one weapon which we 
produced that literally overshad- 
ows every other single effort of 
the war—the atom bomb. No 
words of mine can begin to de- 
scribe its horrifying potentialities. 


allied. In approximately the same; At the moment it is an American 
period this nation, which had only| possession; how long it will re- 
7,695 ships in its Navy in 1941,‘main our secret no one knows. 
had 100,000 fighting and auxiliary But as Winston Churchill says, “It 
ships when the war ended in 1945. is the new balance of power in the 
In fact, by the time the war was! world today.” It makes the United 


over, we actually had more ships/ 


in the United States Navy than 
we had men in its personnel in 
1939! Today we have a Navy that 
far outstrips the dream of any 
Admiral in history, and dwarfs 
all other Navies of the world com- 
bined. 

Our construction of. merchant 
ships was actually hair-raising. In 
approximately five years, we built 
7,100 sea-going ships in the mer- 
chant class with the result that 
when the war ended, America— 
mot Britannia—ruled the waves, 
with the American flag flying on 
twice as many ships as all the 
other merchant fleets of the 
world combined. In five years, 
American industry produced 
6,000,000 rifles, 5,000,000 carbines, 
2,500,000 machine guns and 2,000,- 
000 submachine guns. In the same 
period our factories turned out 
37,000,000,000 rounds of ammuni- 
tion to supply those same guns 
with fire power. We produced 85,- 
000 tank guns, 55,000 units of field 
artillery, 71,000 mortars, 770,000 
trucks, 2,000,000 tons of high-ex- 
plosive TNT and 2,000,000 tons of 
smokeless powder. 


Those are figures that not even 
the mathematical mind can cope 
with, but I am not through. I want 
to offer you some figures which 
will give you a better perspective 
on the might of the Soviet Union’s 
Red Army. 


In a little over three years— 
during the very time when we 
were hearing how Russia was win- 
ning the war almost unaided—we 
sent the Soviet Union by air or in 
our own ships and under our own 
escort through the treacherous 
Arctic and Persian Gulf routes, 
14,450 fighting planes, including 
9,700 pursuit ships and 3,800 
bombers, 7,000 tanks, 3,200 ar- 
mored scout cars, 2,200 ordnance 
service vehicles, 52,000 jeeps, 363,- 
000 trucks, 35,000 motorcycles, 
8,200 anti-aircraft guns, 135,000 
submachine guns, 343,000 tons of 
explosives, 105 submarine chasers, 
195 torpedo boats, 7,600 marine 
Diesel engines, $320,000,000 worth 
of machine tools, $35,000,000 worth 
of metal cutting tools, $43,000,000 
worth of petroleum refining 
equipment, $171,000,000 worth of 
electric generators, 810,000 tons of 
non-ferrous metals, 17,600 tons of 
ferro-alloys, 2,688,000 tons of steel, 
entire railroads, not to mention 
tons of food including butter 
which you did without. And if 
that is not enough to impress you, 
let me add that what we sent 
Russia was only two-thirds of 
what we sent Britain! 


And if you are still unimpressed 
let me further add that the above 
list is not complete by several 
railroad systems—several hundred 
ships and hundreds of millions of 
good old American dollars. 

Now I am prepared to stand up 
with any man and give Russia 
credit for its part in the war but 
at the same time I want to stand 
and pay the fullest tribute to the 
gallantry of our own armed forces, 
and these herculean accomplish- 
ments which our capitalistic sys- 
tem made possible. 


When you consider that in ad- 
dition to all this, we put 12,000,000 
persons into the armed services 
and raised approximately $409 
billions in taxes and loans from 
our people, I can scarcely be ac- 
cused of flag-waving when I cry, 
“Wake up America, you don’t 
know your own strength.” 


Now I purposely omitted the 





States—already armed with the 
greatest Navy, the greatest air 
force and the greatest army, the 
most awe-inspiring military pow- 
er the world has ever seen. 

So here stands America, a stu- 
pendous nation—strong like no 
other before it—unaware of the 
vastness of its muscle, unsure in 
its leadership without which world 
solutions are impossible. 

What are you and I as Ameri- 
cans going to do about it? 

We have a role and it is a simple 
one. It is the task of impressing 
on Americans the plain fact that 
with out strength goes responsi- 
bility. 

First, let us make every Amer- 
ican sure in the knowledge that 
our strength derives not from 
communism, not from fascism, not 
from nazism, not from socialism, 
not from any totalitarian system, 
but from a mighty free competi- 
tive system, a republicanism 
which we have chosen to eall 
Democracy. It is a system which 
needs no borrowings from the 
isms of the Old World, the teach- 
ings of Marx, nor the decadence 
of the Orient. It is the greatest 
dynamic force in the world today 
and only by preserving it intact 
can America realize its full role 
in human affairs. 


Second, let us ourselves realize 
and impress on our fellow Amer- 
icans that with oceans reduced to 
mere rivers, and with weeks re- 
duced to mere minutes by the 
advent of jet propulsion and the 
harnessing of atomic energy, no 
minor disturbance of the peace, 
be it in the Himalayas of Tibet or 
on the veldt of Africa, is beyond 
our concern. No longer can Amer- 
ica close its eyes to the fact that, 
as a street fight may turn into a 
riot, so may a minor border dis- 
pute flare into the next world 
war. 


Finally, let us grasp and fully 
comprehend the terrible strength 
that is ours and realize unless it is 
put to wise and just use, it will be 
turned against us, just as surely 
as the peoples turned against arbi- 
trary powers of their protectors 
and rulers of other centuries. 

Wisdom, not passion nor prej- 
udice must be the keystone of the 
conduct of our foreign affairs. 


Domestic Scene 


On the domestic scene we are 
emerging from an era of confusion 
partly caused by “totalitarian 
liberals” attempting to drag us 
into the abyss that has engulfed 
every Republic that abandoned its 
ideals for human liberty in ex- 
change for a totalitarianism mas- 
querading under the guise of 
emergency and equality. 

On top of that basic conflict we 
are now wallowing in postwar 
adjustment. 


We hear men speak of reces- 
sion, depression, inflation and de- 
flation. We hear outcries that labor 
is throttling the country, we hear 
screams that the Robber Barons 
are returning, now that the Re- 
publicans are on their way back 
to power. I think labor in many 
instances has abused the power it 
has gained. I believe that greed 
has not been erased from the heart 
of every financier. Of course I see 
the threat of inflation on one hand 
and a recession on the other. 

Fundamentally, we are in a 
period of transition, a period of 
readjustment of economic values, 
a period of restoration in the bal- 
ance of political power. So long 
as Americans like you here to- 





night grasp the implications of 
what is happening, and seek to 
steer a safe and sound course, then 
so long will America be spared 
the burden of unsold inventories 
and unemployed labor on one 
hand, of inflation and a panicked 
people on the other hand. 


Depressions and inflations alike 
are primarily a state of mind. 
Only ignorance and. distortion of 
values breeds either form of ca- 
lamity. One only has to know 
America to realize its untold po- 
tentialities, to understand that 
only lack of our own wisdom can 
keep us from cashing in on to- 
morrow. 


On the international scene, as 
on the domestic front, we are also 
in a transitory stage. From some 
quarters come forecasts that Rus- 
sian expansionism is going to 
throttle the world, that British 
imperialism and the pound ster- 
ling are once again spreading 
their tenacles, that fascism is not 
dead, that the United Nations is 
already a failure. 


Here again I must say that the 
actions of the Soviet Union leave 
much to be desired. Nor does the 
difficulty of Great Britain in India 
or her policies in Palestine add to 
the peace of my mind. Other dis- 
turbing factors are Peron in the 
Argentine and Tito in Yugoslavia. 
To me the Trieste treaty creates 
another Danzig. I read daily of 
new ineffectualities performed in 
the name of the United Nations. 

Yet I know that all these threats 
to the peace of the world can be 
diminished in direct ratio to the 
wisdom of the role played by the 
United States of America. 

At the moment, we are poses- 
sors of the “Big Stick” but I 
sometimes feel we speak too 
softly. Only «if. we encourage the 
American people to awaken to 
their full strength can we expect 
our statesmen to speak with full 
voice. 

The United States of America 
today represents the greatest con- 
centration of technical skill and 
industrial power essential to 
modern warfare. I do not speak 
in prideful exaggeration of our 
power, but of its place in peoples 
struggle for peace. 

Our goal is a lasting peace in 
the interest of all humanity. That 
lofty objective is aided by tran- 
quility and stability at home. Our 
prosperity contributes to the wel- 
fare and order of the world. The 
well being of America is essential 
to the safety of mankind every- 
where. And America is sustained 
and made great by the energies 
and the endeavors of all her citi- 
zens. Frequently, our purposes 
cross each other. But our ability 
to work together is the heart of 
the life of our Republic and of 
a durable world peace. 

America’s material production 
and unselfish spiritual ideas are a 
master force radiating throughout 
the world to the inestimable bless- 
ing of mankind. 

We must realize that tremen- 
dous affairs throughout civiliza- 
tion rest on affairs here at home 
—in America—the center of the 
world’s gravity. 

So in the final analysis the con- 
clusion cannot be escaped that in 
the hands and hearts of Ameri- 
cans rests the spiritual force and 
the instruments of power to bring 
about world tranquility and last- 
ing peace. Therefore, the task of 
rediscovering America is the task 


of each of us. 


3-Cent Edison Stamp 


A 3-cent commemorative stamp 
will be issued through the Milan, 
Ohio, post office on Feb. 11, 1947, 
to mark the 100th anniversary of 
the birth of Thomas A. Edison, it 
was announced by Albert Gold- 
man, Postmaster, on Jan. 15. 


Increase in Loans to Business Capital Funds 
And Earnings of Manufacturers Trust Co. 


In his annual report to the stockholders of the Manufacturers 
Trust Company of New York, Harvey D. Gibson, President, stated 
that “capital funds were increased during the year, out of earnings 
after dividends, in the amount of $5,892,537, and now total $119,- 
029,898. As a result,” he said, “our 2,062,500 shares of stock on Dec. 31, 
1946, had a book value of $57.71 per share, as compared with $54.85 
at the close of the previous year.® 





In addition to these capital funds, 
we have, as of the end of the year, 
after provision for all known 
losses or doubtful debts, an unal- 
located Reserve for Contingencies 
amounting to $9,926,985.” 

As to the bank’s loans to busi- 
ness, Mr. Gibson said that “for 
generations the traditional source 
of income for commercial banks, 
have averaged $100,000,000 more 
during the year than during 1945, 
and should continue to increase 
as the readjustment to normal 
business procedures progresses.” 
He went on to say “our special- 
ized loan departments, handling 
accounts receivable, commodity, 
industrial instalment, automobile 
and personal loans have all made 
substantial gains as compared to 
restricted operations during the 
period of World War II, and earn- 
ings are improving. As produc- 
tion keeps pace with the accumu- 
lated demand loans in these cate- 
— should increase material- 
y.” 
According to Mr. Gibson’s re- 
port “gross earnings for the year 
were $3,640,712 more than for 
1945, due somewhat to additional 
income from the larger volume of 
commercial loans.” He likewise 
reported: 

“Operating expenses also in- 
creased, largely due to the in- 
creased salary payments of our 
staff which aggregated $2,312,046 
more than during 1945. Included 
in this amount is 6% supplement- 
ary remuneration paid in Decem- 
ber 1946 on salaries up to $6,000 
to employees receiving $10,000 or 
less annually. Our Pension and 
Retirement Fund costs approved 
by our stockholders a year ago 
were also an added expense and 
during the past year involved the 
charge for future service pay- 
ments of $591,469 to our current 
earnings. $1,279,252 was also 
charged to Reserve Account to 
cover cost of three years past 


services, the payments due in 
1947 and 1948 having been antici- 
pated in 1946. As will be seen 
from the statement-of Income and 
Expense for the year 1946, our 


Current Operating Earnings: 


Interest on Loans 


Current Operating Expenses: 
Interest Paid 
Salaries and Wages 
Provision for Taxes 


Stock and for Other Purposes 
Earnings per Common Share 





Interest and Dividends on Securities 
Other Current Operating Earnings.- 


Other Current Operating Expenses-_- 


Earnings before Reserves and Dividends 
Less: Reserve set up out of earnings_- 


Less: Dividend on Preferred Stock__-- 


net earnings show an increase of 
$735,093 over 1945, 

“As has been our custom for 
many years, net operating earn- 
ings do not include recoveries on 
items heretofore charged off or 
net profits from the purchase and 
sale of securities or from the sale 
of miscellaneous items above 
book values. Nor do they include 
charge-offs, settlement of claims, 
losses on assets sold, or additional 
reserves set up. Recoveries and 
net gains from the sale of miscel- 
laneous assets during 1946 
amounted to $924,986, and the net 
profit on the sale of securities 
amounted to $2,787,881. These 
non-recurring amounts, less the 
net taxes payable on them, were 
credited directly to Reserve ac- 
counts. 

“Some of these transactions re- 
sulted in tax savings during 1946 
of $358,000, which amount was 
credited to Contingent Reserve ac- 
count, so that our current earn- 
— should not be affected there- 

y.” 

Reporting on the _ institution’s 
deposits Mr. Gibson had the fol- 
lowing to say: 

“The termination of war activ- 
ities, as was to be expected, has 
brought about a considerable re- 
adjustment of our deposit ac- 
counts. U. S. Government War 
Loan deposits, which greatly in- 
creased during the war, have dur- 
ing 1946 been withdrawn in the 
amount of $433,413,000, leaving a 
balance of $44,478,000 in that ac- 
count, Our normal deposits, elim= 
inating certified and  officiat 
checks, etc., which are included in 
gross deposits, have gained in al- 
most every department, especially 
commercial deposits, which have 
increased by more than $162,000,- 
000, and thrift deposits, which 
show a gain of $48,000,000, result- 
ing in a net gain in normal de- 
posits of $198,000,000 over the end 
of 1945.” 

The deposits of the Manufactur- 
ers Trust on Dec. 31, 1946 were 
$2,286,946,694. A condensed com- 
parison of earnings were contain- 
ed in report as follows as of Dec, 
31, 1946 and Dec. 31, 1945: 


1946 
$11,384,303.51 
20,683 ,603.41 
6,123,530.21 


1945 
$8 827,332.50 
20,203 ,826.42 
5,519,566.06 





$38,191,437.13 $34,550,724.98 
1,824,286.37 
10.085,700.49 
4.848 900.00: 
6,363,723.60 


2,199,415.40 
12,397,746.06 
4,872,381.28 
7,521,360.91 





$26,990,903.65 $23,122,610.46 





$11,200,533.48 
358,000,000 


$11,428,114.52 
903,000,000 





$10,842,533.48 


$10,525,114.52 
417,673.75 





Available for Dividends on Common 


$10,842,533.48 
5.26 


$10,107,440.77 
4.90 





Senate Group Plans 
Early Labor Hearings 


Hearings on various proposals 
for labor legislation are to 
begin in the Senate Labor Com- 
mittee on Jan. 23, with some leg- 
islation ready about Mar. 1 as a 
goal, according to a statement by 
Senator Taft (R.-Ohio) who is 
Committee chairman. The hear- 
ings are first to touch upon the 
bill offered jointly by Senators 
Taft, Ball (R.-Minn.) and Smith 





| (R.-N. J.), Mr. Taft told reporters 


on Jan. 15, according to Associ- 
ated Press Washington advices. 
Also to be considered is a proposal 
by Senator Murray (D.-Mont.) 
and eight other Democrats for an 
overall study of labor problems 
by a commission composed of 
Congressmen and public repre- 
sentatives named by the Presi- 
dent. 

Finally all bills and proposals 
having the object “of reducing in- 
dustrial strife in the United 





States” will come before the com= 
mittee for consideration. 





—— 
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Pres. Weld of Commodity Exch. Says British 
Socialism May Divert Free Market to U. S. 


Great Britain’s post war political switch establishing a labor gov- 
ernment with a socialistic program may divert to the American tree 
market a greatly invreased volume of international futures trading 


in the strategic commodities rubber, hides, copper, lead, zinc, tin and 
silk, declared Philip B. Weld, President of Commodity Exchange, Inc., 
in remarks, accompanying the annual report of the Exchange’s Board 


of Governors, made public on Jan.©—— 


10. Mr. Weld said: 

“Great Britain has committed 
itself, to development of a political 
environment inimical to many 
forms of free enterprise, including 
free markets for some commodi- 
ties. The United States has come 
out of the war as the sole remain- 
ing first-class nation supporting a 
free enterprise policy. Traders and 
dealers in and processors and 
manutacturers of the seven com- 
modities traded on Commodity 
Exchange, Inc., may find here, in 
consequence, the one international 
marketplace freely responsive to 
the law of supply and demand and 
the market machinery best calcu- 
Jated to furnish them adequate, 
safe hedging, a form of price in- 
Surance so needful to their busi- 
messes.” 

Mr. Weld referred to this situa- 
tion as presenting an opportunity 
for the American futures market 
to occupy a position in the nation- 
al and world economy of much 


greater importance than has been | 


wouchsafed it in the past. 
“It will be our duty,” Mr. Weld 
added in his remarks to the ex- 


change membership, “to deal with 
this opportunity carefully, respon- 
sibly, but boldly.” 

Commodity Exchange, Inc., 
formed in 1933 by consolidation ot! 
four separate commodity ex- 
changes, closed down futures trad- 
ing June 3, 1942, for the duration 
of the war. Hides futures trading 
was resumed November 19, 1946, 
following removal of hides OPA 
price restrictions. “‘With a free 
market again operating for one 
of the exchange’s commodities, we 
look forward,” said Mr. Weld on 
behalf of the Board of Governors. ' 
‘to restoration of trading in our 
six other commodities, with more 
than mere hopefulness.” 

The Exchange’s Finance Com- 
mittee, headed by Floyd Y. Keeler, 
Treasurer, reported emergence 
from the years of suspended trad- 
ing activity with finances in exel- 


lent condition. Balance sheet 
accompanying this part of the 
|report showed exchange total 


assets at end of the fiscal year, 
November 31, 1946, of $1,179,202, 
of which $953,309 was in cash and 
United States government bonds. 





Steel Operations at New High Postwar Peak— 
Balancing of Supply and Demand Months Off 


An uninterrupted high level of steel] output over the next six | 
barring a coal strike, will establish | 
a new peacetime peak in steel industry operations, according to “The 


months, which is considered likely, 


fron Age,” national metalworking paper. 


“Furthermore, the produc- 


tion of finished steel products during that period will result in one 
of the greatest flows of manufactured goods to the consumer than | 


has been seen since V-J Day,” 
continues that publication, which 
we further quote as follows: 

“Steel ingot operations this 
week established a new peak of 
23% of rated capacity, up one 
point from a week ago. On an an- 
mual basis this activity is equiv- 
alent to an 85 million ton year. 
‘The extension of steel contracts 
to Apr. 30 practically eliminates 
ithe chance of any steel tie-up this 
‘year. This will give steel firms the 
Jong awaited chance to maintain 
operations at a substantially high 
jpeak and thus reduce unwieldy 
backlogs, make a better return on 
investment and _ eliminate’ by 
@reater production some of the 
fringe premium price steel mar- 
kets which have grown up be- 
eause of the tightness in general 
steel supplies. 

“Steel wage negotiations will be 
inconsequential and will be re- 
stricted to legalistic interpretation 
eof contract wordage until such 
time as a definite settlement of 
the portal-to-portal pay problem 


® 








results from legislative and court | 
action. Some time later the broad | 
aspects of a guaranteed annual 
wage and a severance pay for em- | 


ployees who are laid off will be | 


zone into thoroughly be‘tween the | 


U. S. Steel Corp. and the union. | 

“While the union is not ex-!| 
pected to obtain a modified guar- 
anteed annual wage plan as a re- 
sult of current negotiations it will 
mot be because the U. S. Steel | 
Corp. has not made an exhaus'‘ive | 
study of the possibilities or is un- 
sympathetic to the basic principles | 
of such a modified plan. 

“For the past year the steel | 
company has been using the ut- 
most research effort in a study on | 


the overall aspects of a guaran- | 


teed annual wage. The summary | 


of this study is expected to be | 


the basis for answering the 
union’s demand during the cur- 
rent negotiations. It is unlikely 
that a definite plan will be agreed 
upon early this year, but on the 
other hand it is unlikely that the 
steel company will give a flat ‘no’ 
or close the door to future nego- 





tiations on the problem. 


“Such arguments as the erratic | 
in the steel demand | 
high break-even | 
labor | 
costs and the dictation of steel | 


production by factors beyond the | pre-war years 1,464,626. The ton- 


tendencies 
picture, 
point, 


the 
the already heavy 


control of steel firms, will prob- 


bit, brokers were finding it prac- | 
ically impossible to cover at old 
prices and consumers were hav- 
ing difficulty in making new pur- 
chases at current quotations.” 
[The United Steelworkers of 
America (CIO) on Jan. 24 ac- 
cepted the proposal of the United 
States Steel Corporation that the 
labor agreement which terminates 


Feb. 15, 1947 be extended until 
| April 30, 1947, in order to pro- 
vide additional time to conduct 


effectively collective bargaining 
on the terms and conditions of a 
new agreement. A similar agree- 
ment was later reached between 


the Union and the Bethlehem 
Steel Co.—Ed. ] 

The American Iron and Steel 
Institute this week announced 


that telegraphic reports which it 
had received indicated that the 
cperating rate of steel companies 
having 94% of the steel capacity 
of the industry will be 92.9% of 
capacity (a new postwar high) for 
the week beginning Jan. 27, com- 
pared with 91.8% one week ago, 
37.7% one month ago and 5.9% 
one year ago when the industry 
was in the grip of a country-wide 
steel strike. The current figure, 
which represents an increase of 
1.1 point or 1.2% over the pre- 
ceding week, is the highest sched- 
uled since the week beginning 
May 21, 1945, when this country 
was still at war with both Ger- 
many and Japan. The operating 
rate for the week beginning Jan. 
27 is equivalent to 1,637,300 tons 
of steel ingots and castings, com- | 
pared to 1,617,900 tons one week 
ago, 1,545,600 one month ago, and 
104,400 one year ago. 
The American Institute of Steel | 
Construction on Jan. 28 reported | 


recent increases in freight rates, 
move more conservatively on the 


quoting of shipments for de- 
livery distant from producing 
plants. Revisions in prices stil 


remain to be announced on a few 
scattered products. Last week 
Carnegie-Illinois Steel Corp. in- 
creased the price base-and applic- 
able extras on electrical sheets. 
Other sellers are expected to take 
similar action this week. Adjust- 
ments are still being made in scrap 


price schedules, but as a whole 
the market has become fairly 
well stabilized at the highest 


level in many years. Some inter- 
ests believe that the next major 


move, probably in the early 
spring, will be downward. 

“The first serious interruption 
to production schedules in the 


steel industry this year occurred 


last week when a severe coid 
wave created a gas shortage in 
several leading steel producing 
and consuming centers. Shut- 
downs were particularly wide- 


spread in Pennsylvania and Ohio 
and lasted slightly over 48 hours 
in most instances. Five rolling 
mills of the Carnegie-Illinois Steel 
Corp. were down while three 
open hearth and the No. 3 rod 
mills were down at the American 
Steel & Wire Co.’s Donora plant. 


The latter company’s operations | 


in Cleveland were also affected 
where the patenting, normalizing 
and three stainless steel annealing 
furnaces and the No. 2 coarse rod 
mill were down at the Cuyahoga 
works, reducing output at that 
plant to 50% of capacity. At the 
American Works, the annealing 
and brass plating departments 
were down. Ohio plants of Jones 
and Laughlin and Republic Steel 


that “the total estimated bookings | Corp. were also affected slightly. 


of fabricated structural steel for 
the twelve months of 1946 


amounted to 1,726,057 tons or an 


ably be the basis for rejection of | 
the guaranteed wage demand at. 
this time. Furthermore, the cor- | 


poration is expected to speak up | in the metalworking industry, on 


sharply on the question of steel 


productivity. per employee and. 
might, indicate that a substantial | 


increase 
would make the case for a greatly 
modified guaranteed annual wage 
appear in a better light. Under 


present conditions it is believed | 


that a falling off in steel produc- 
tion of 25% would from a com- 
pany standpoint completely wreck 
any attempts to guarantee wages 
for even 70% or 75% of the pro-| 
duction force. 

“While steel demand is kept in 
bounds only by the insistence of 
stee] firms that order's will not 
be accepted beyond the second 
quarter, some sections of the steel 
industry have developed a slight 
tinge of anxiety over the prob- 
able trend of steel demand dur- 
ing the last half of this year. 
Many steel research officials be- 
lieve that there is an even chance | 
for a ‘shaking out’ period later 
this year during which current 
prices will be severely tested. The 
old bogy of consumers eventually 
living off their inventories has 
raised its head in the minds of 
some steel sources. 

“While many steel sales offi- 
cials look for a leveling off in 
steel production later on this year 
as unfilled orders are reduced, | 
opinion appears to be sharply di- | 
vided as to when it will occur, 
how deep it will be and how long 
it will last. The extension of the 
current wage contracts will give 
both management and labor a bet- 
ter chance to appraise future steel 
production trends so that a mu-| 
tually beneficial wage agreement 
can be eventually reached. 

“The nation’s scrap markets 


‘this week were straining at the. 


in worker productivity | tained since the war and is headed 


increase of 14% over the average 
of 1,509.496 tons booked for the 
same period in the five pre-war 
years 1936 to 1940. Shipments 
have show a gradual monthly in- 
crease during the year and have 
totaled 1,551,607 ~~ tons ‘for the 
twelve months which is a slight 
increase over the average reported 
for the same period in the five 


nage available for future fabrica- 

tion at Dec. 31 was 646,090 tons. 
“Steel” of Cleveland, in its sum- 

mary of latest news developments 


Jan. 27 stated in part as follows: 


“Although steel production has | 


increased to the highest level at- 


toward new postwar peaks, pros- 
pects are that a balancing of sup- 
ply and demand is still some 
months off. Late second quarter 
may see a balancing in some lines, 
but in flat rolled products, 1n- 
cluding plates, the outlook is for 
an excess in requirements for 
some time beyond that. 


“Some leaders in the industry 
anticipate that it will be next year | 
before there will be completely 
satisfactory balance in most 
grades of sheets and strip. Only in | 
alloys and certain specialities 1s | 
supply adequate and that has been 
true in alloys since before the end 
of the war. 

“By virtue of rigid rationing 
and various revisions in selling | 
quotas, some producers of major | 
products expect to be fairly well | 
caught up on arrearages by the end | 
of this quarter. Practically all of 
them will be in much better posi- 
tion than at the beginning of the 
present period barring stirkes, a 
point on which the industry now 
is fairly optimistic. 

“Producers, selling on a quar- 
terly quota basis, have begun to 
set allotments for the next period, 
and 


early future. Due to current ef- 
forts to get caught up on arrear- 
ages, it is believed that quotas on 


/most products will be somewhat 


more liberal, although far below | 
demands. 

“Meanwhile, pricing policies | 
continue in a state of flux; as/| 
various producers, prodded by the 


indications are that action 
| will become fairly general in the 


| Allegheny - Ludlum Steel Corp. 
| closed its West Leechburg plant 
|} and curtailed operations at its 
| Brackenridge plant. Other plants 
in Pennsylvania where operations 
were curtailed included those of 
Crucible Steel Co. of America and 
Pittsburgh Steel Co.” 





Thaw Austria 
Blocked Accounts 


blocked accounts may be released 
under the certification procedure 
of General License No, 95. 
advices from the Treasury said: 
| “This action was taken after an 
exchange of letters between the 
Austrian Minister of Finance 
|Zimmermann and Secretary Sny- 
| der similar to those written in 
| connection with the defrosting of 
_the countries previously named 
in the license. Copies of the let- 
ter are available at the Federal 
Reserve Bank of New York. 

“The Austrian 








tional Bank 
agent.” 


as its certifying 





Home and Prop. Owners 
Foundation to Meet in 
Washington Jan. 30-31 


Trustees of the National Home 
and Property Owners Foundation 


will meet in Washington today 


and tomorrow (January 30 and 
31), it was announced on Jan. 27 
by Arthur W. Binns, President. 
Mr. Binns explained that the 
Board of Trustees is the policy 
making body of the National 
Foundation and meetings were 
_cailed in January to work out a 


postwar program of policies and 
| activities on behalf of home and 
other property owners. Senator 
|Homer Capehart of Indiana will 
be guest speaker. The National 
| Foundation, said Mr. Binns, was 
organized to speak as the unified 
voice of the millions of home and 
other property owners in the 
United States. The principal pur- 
pose of the Foundation, he added, 
is to “foster, maintain, and pro- 
tect private property ownership.” 


Secretary Snyder announced on 
Jan. 16 that Austria has been add- 
ed to the list of countries whose | 


The 


Government | 
| has designated the Austrian Na- 


From Washington 
Ahead of The News 


(Continued from first page) 
to supply them like so many cat- 
tle, and not unlikely they exist on 
the payroll by number instead of 
name. 


This type has been down to 
Washington protesting against any 
prohibition of the closed shop. He 
has come to like it. With the 
union leader not having to work 
hard to keep his members, he 
won’t be continually pressing the 
employer with new demands. 

By and large, however, the em- 
ployers have found that the closed 
shop operated in just the reverse. 
It has operated to permit the 
union bosses to move into man- 
agement’s functions, to make them: 
completely dominant over the 
workers to the extent that the 
employer has no influence or con— 
trol over them in the slightest. 
The workers can’t get rid of them, 
To say that the leaders are elected 
in a democratic way sounds nice 
in theory. In practice it is the 
bunk. 

It is the power the union bosses 
have come to have over their own 
members that makes the unioni- 
zation of foremen so important. 
There was a time when manage- 

ment liked to have the foremen mm 
the union. They exercised a re- 
' straining influence and further- 
more, they could keep the man- 
/agement advised of what was ge- 
|ing on. At that time the uniom 
| didn’t take kindly to the foremem 
| belonging. 
| Since time immemorial the fore— 
| men of the newspaper printers 
| have belonged to the union. 


But things have changed im 
'mass industry. The workers de 
not control the men whom they 
“elect” to represent them. Instea@, 
they are controlled. This writer 
knows of his own knowledge of 
a musician who once attempted te 
| buck Petrillo. He was brought te 
the state of going to Petrillo ht- 
/erally on his knees and pleading 
that he be restored to union mem— 
| bership in order that he could get 
/a job. And Petrillo coldly turned 
| and walked away. 


On the other hand, the union 
bosses have become so powerfuwh 
that foremen are being forced te 
_seek protection against their being 
discharged upon the demands ef 
these bosses. In theseseases si 
ridiculous for management to- 
'they shouldn’t belong to the union 
| because they should have the in— 
| terest of the management at heart. 
|In the very nature of things they 
/are beholdened to the union bosses 
whether they belong to the union 
or not. 


There is, however, a lot of mis~ 
-understanding about the closed 
shop out of which has grown the 
demand that it be outlawed. There 
seems to be no serious reasorm 
why, if management and the 
union mutually want a closed 
shop, they should not be permitted 
to agree to one. 


The present situation against 
which there is so much agitation 
did not come about voluntarily 
between the unions and manage- 
ment. It was largely forced by 
the New Deal, particularly during 
the war. In plant after plant 
where these contracts are expir- 
ing, management is refusing to 
renew this provision and under 
the new Republican order of 
things, the labor bosses are be- 
coming increasingly reluctant to 
call astrike toenforce it. Itis our 
belief that this is one phase of the 
igreat labor problem that is 
straightening itself out. 

Of all the hodge-podge of labors 
proposals being introduced in 
Congress, Senator Ball seems t@ 
have come forward with the best 
all round treatment. He proposes 
to amend the Wagner Act to put 
the employer on a more even 


footing. This will go more to get- 
ting the labor bosses’ feet on the 
‘ ground than anything else. 
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Give Workers and Employers 


Equal Privileges! 


(Continued from page 650) 


plumbing and a real heating | 
system. 
He drives a modern car, in- 
stead of a charcoal-burner or 
an ox-cart. 

He is his own boss, and, if he 
wants to badly enough and is 
willing to try hard enough, he 
can get to be boss of h‘s de- 
partment, his company, or his 
country. 

His children can have college 
educations, and can go into any 
business or profession § they 
choose. (There aren't many 
other places on earth where 
that’s true.) 

He’s an American working 
men, living and working under 
the American system of free 
choice, free speech and free op- 
portunity. 

Thousands of men like him 
work at Republic Steel. 

Now why are we in this envied 
position? 


We Have Tradition of Success 

The people of the United States 
are much the same as the people 
of other countries. If we have any 
advantage it is that we are a melt- 
ing pot and have attracted many 
people of ability and skill from 
other nations. Their contributions 
and the contributions of their 
children to our welfare have been 
enormous. But most of all we 
have the tradition of success. 

For some reason or other we 
have a genius for organization and 
for mechanization. Our living 
standards have been hitched 
firmly to the ability of our in- 
ventors to produce machines that 
do more work. Over a period of 
years the productive capacity of 
industry has increased an aver- 
age of 3% a year. 





It is this annual margin of 3% 
which has enabled us to increase 
wages, to improve living condi- 
tions, and to raise standards. | 
Without this annual productive | 
increase I would say that all of 
the union efforts which might be 
brought to play would be unable 
to secure the advantages which 
are now so common. 

I say this because the improve- | 
ments first had to be earned 
through increased production. If 
they had not been earned through 
increased production, there would 
have been no reservoir from 
which increased wages could be 
paid. 

Business is exactly like churches 
in that it can only pay out after 
it has received. When you develop 
your annual budget for your 
churches, you do one of two 
things—you either find out first 
approximately what your income 
will be and fit your budget to it, 
or you list your necessities and 
then, through the productive ef- 
forts of your congregations and 
yourselves you raise the money. 
needed to meet the budget. | 

So industry must have money | 
coming in from the customers be- | 
fore it can be paid out to the em-| 
ployees, to the suppliers, or to 
other people. 


Our Genius for Organization 

I said we had a genius for 
mechanization and organization, 
and that genius results in a living 
standard which has made the 
American working man _ the 
world’s envy. Let me point out 
three or four things to illustrate 
what I mean. 

If we were still making auto- 
mobiles as we did in the early 
cays—largely by hand labor—the 
automobile today would be a 
great luxury. Very few of us 
could afford to buy even one. As 
a result the employment oppor- 
tunities which have come from in- 
dustry, in the production of cars, 
in their service, in the petroleum 
industry, and in countless other 
indutsry’s would be only a small 
percentage of what it is today. 





But the assembly line was de- 
veloped. Through the assembly 
line more cars were turned out in 
the same time. Because more cars 
were turned out in the same time, | 
they could be sold at a lower) 
price, more people could buy) 
them, more people have bought 
them. The indus.ry has become a | 
great factor in the total economic 
welfare of our country. Today it| 
is a rare family that does not have | 
an automobile and enjoy the rec- | 
reation and the opportunities | 
which go with the automobile. 

Let me turn to another inven- | 
tion. Elias Howe, Jr., invented the | 
sewing machine. Incidentally, al-| 
most 102 years ago. The sewing | 
machine has made it possible for | 
the average woman in this coun-| 
try to buy four or more new) 
dresses each year, in addition to | 
the clothing which is made at/| 
home on some 20,000,000 sewing | 
machines. 

In 1944 almost 2,000,000 Ameri- 
cans were employed in making 
clothing, hats, bags, upholstery, 
draperies and other products. 

Here again a machine has ac-| 
complished miracles and has) 
brought the average person ar-| 
ticles which are luxuries abroad. 


Example of the Steel Industry 


In our own industry, steel, the 
continuous strip mill is a striking 
example of the success of mech- 
anization. I very well remember 
the controversies which arose) 
when the continuous mill first | 
came to public attention and we) 
were told that it would result in| 
mass unemployment. The opposite | 
has been the case. Right here in| 
Cleveland we are employing) 
nearly 1,300 men in our strip mill | 
who are making the steel strip! 
and sheet without which mass/| 
production in the automobile and | 
household utilities field would be | 
impossible. 

In recent months the coal in-| 
dustry has been in the forefront | 
of public attention. Coal mining at | 
one time was a laborious job. I 
often wondered why anyone 





_would ever choose it as an occu- 


pation. Then we began to mech- 
anize the coal mines. Instead of 
employment decreasing, it in- 
creased. Today 80% of the coal 
mines are mechanized. In recent 
years some $400,000,000 has been 
spent to install mining machinery. 


|Our coal producing capacity has 


risen to 600,000,000 tons a year. 

And what has happened to em- 
ployment? In 1890 coal mines em- 
ployed about 190,000 men. This has 
risen to 450,000 as of today. 

During the past ten years the 
average hourly earning of our 
coal miners have increased by 
66%. 

During that same period, due in 
part to this hourly increase and in 
part to an increase in hours, their 
weekiy wages have gone up by 
165%. 

So I could go through industry 
after industry, pointing out the 
advantages which the genius of | 
American invention and American | 
industrial management has| 
brought to our nation as a whole. | 

Now every time a new machine | 
is installed, it costs money. After | 
it is bought, the machine must | 
pay its way. 

Where Capital Comes From? 

Where do we get the money | 
with which to install this labor- | 
saving equipment, this produc-| 
tion-increasing equipment, this | 
wage-raising equipment? We get | 
it from people who have saved | 
money. Or we get it from the 
savings of the companies of this 
nation. 


American industry, to ad- 
vance, needs a constant and steady 
flow of new money. That is its 
life blood. 


The same thing would happen' 


| comes, 


to industry that happens to your 
car if you neglected it. It would 
quickly become useless. 

The money which industry gets 
in substantial measure, 
from the investment of small 
stockholders. It comes from the 
people who, from their earnings, 
have saved enough to buy 10, or 
15, or 20 shares of stock. 

Let me point out something to 
you as it applies to the steel in- 
dustry, which I know best. The 
steel industry is owned, according 
to most recent figures, by some- 
what over 530,000 stockholders. 
Employed in the industry are 
about 509,000 men and women. 
That means that there are more 
owners than there are employees. 
This is typical of industry as a 


whole and is contrary to the be- 


lief which many people hold, that 
business is owned by only a few 
people. 

Two-thirds of the 530-odd 
thousand owners have less than 25 
shares of stock. Nine out of ten 
own less than 100 shares. 

Who are the stockholders? 

They are _ individuals—people 
like you and me. They’re insur- 
ance companies, they’re colleges, 
they’re investment organizations 
of all kinds. 


Republic Steel’s Experience 

In Republic, the same situation 
exists. We have approximately 
60,000 employees and _ 62,000 
stockholders. Back of each Re- 
public employee is an investment 


| of almost $6,000. 


Many people look to Republic 
and the steel industry for at least 
a small part of their annual in- 
come. This income comes from 
dividends. 


In the last few years we have 
seen a development of opinion 
polls in this country. Through 
their use we know what people 
think. So we know that many 
people think that stockholders and 
management get 75% of the busi- 
ness income and that the worker 
gets 25%. That, of course, is en- 
tirely untrue. 


Turning to Republic again, all 
the dividends which were paid to 





Republic stockholders since the! 


_company started in 1930 amount| 


only to 41% of the payroll for'| 
1945 alone. The employees got as| 
much from the company in one) 
year as the owners of the busi-| 
ness got in 16 years. 

The average profit which Re- 
public has made since 1930 has| 
been 2% on the company’s sales. | 
That means that out of every dol- 
lar’s worth of goods sold, two 
pennies remain as profit. 

You see, this isn’t very much, 
and if we are going to encourage 
the investment of new money in 
business, which is so essential, we 
must some day take better care 
of the stockholders. 

Now let me briefly show you! 
what happens to the Republic 
dollar. 

The last complete annual fig- 
ures that are available are, of | 
course, for 1945. In 1945 Repub- 
lic’s gross receipts amounted to 
almost $530,000,000—truly a huge 
amount. 

Out of this we paid for ma- 
terials, supplies, freight, selling, 


| depreciation, amortization and de- 


pletion, for taxes, and interest. 
The total of these amounted to 
about $340,000,000. This left $189,- 
000,000. 


This $189,000,000 was divided 
among the employees, the stock- 
holders, and re-investment. 


Of the $189,000,000 wages and 
salaries took 95%. The stockhold- 
ers received 4% and only 1% was 
re-invested in the business. 


Remember, I said that a part of 
the money which keeps business 
| going comes from its own efforts? 
|This 1% represents those efforts. 
| So you see, Republic stock- 
_holders do not become rich as a 
result of their investment. Nor 
do Republic employees receive 
only a small part of the available 


| our 





money. They receive by far the 
lion's share. 


Steel Prices 


Yet last winter, when we were 
negotiating for a new contract 
with the union, the unions re- 
leased figures purporting to shew 
that increased steel prices were 
not required to meet increased 
wage demands and you were told 
that steel had gone up in price 
substantially. 

Let me show you just how much 
steel has gone up. I think you 
should know this because steel is 
a basic raw material for a large 
part of our American industry. 

When the government granted 
a wage increase of 18% cents an 
hour to the steel industry em- 
ployees, it gave the industry an 
average increase of $5 per ton. 
This amounted to an average of 
about a quarter of a cent per 
pound. 

Including this increase, steel had 
gone up only 18% between 1939 
and 1946. 

Steel prices were frozen in 
1941, and, in spite of greatly in- 
creased costs, the prices remained 
stationary. Other commodities 
have increased in price since 1939 
by 63%. They have gone up al- 
most two-thirds, while steel has 
increased about one-fifth. 


As opposed to this the average 
weekly earnings of wage earners 
in the steel industry increased be- 
tween 1939, when they amounted 
to $29.88 to $47.44 in 1946. 

I should like to give you an- 
ether fact about the steel industry. 
In 1934 steel ranked as the 12th 
safest industry in the United 
States. Today it is the 4th safest 
industry. It is exceeded in safe 
working conditions only by the 
tobacco, electrical and comumni- 
cations industries. As a matter of 
fact, a man working in the steel 
industry is less likely to have an 
accident than he is in his own 
home. That may seem a surprising | 
statement, but it’s true. 

Here in Republic Steel we are 
proud of our safety record. We 
have worked hard and long to 
create safe conditions in our 
plants. We feel we have met with 
real results. Since the company 
was organized Republic plants 
have won 159 safety trophies in 
the National Safety Contest con- 
ducted by the National Safety 
Council. Of these, 54 were first 
place awards. 

We have also been honored in 
plants and mines with ten 
Safety “S” pennants, awarded by 
the National Safety Council. 

When you consider that only 
225 out of a_ possible’ 175,000 
eligible business establishments 
have received this award, you can 
understand our pride. 

We hold literally thousands of 
safety meetings in Republic an- 
nually. No new job is ever at- 


| tempted without a thorough dis- 
| cussion 
| About 225 people are employed in 


of the safety factors. 
Republic whose responsibility it is 
to promote safety. 

In 1945-Republic’s safety pro- 
gram represented a money outlay 
of almost $2,000,000. 

So you see, the steel business 
is not a dangerous business. The 


steel business is a safe business. 


Labor Situation 

Now I want to turn briefly to 
another phase of the industry 
which I think I should discuss 
with you. That is our labor situa- | 
tion. 

During the past two or three 
years there has been great pub-| 
lic agitation for a modification of | 
our existing labor laws. 

Let me interrupt myself here to) 
say that I am not opposed to 
unions. I think it’s entirely proper | 
that employees should organize to | 
further their interests. We are) 
dealing with unions throughout 
our company. 

It does seem to me, however, 
that it is not in conformity with | 
our democratic type of govern-| 
ment to give certain advantages | 
and benefits to one group of peo- 
ple which are denied another 
group. | 

By that I mean that certain ad- | 
vantages and privileges have been | 





| given to labor unions which are 


exclusively theirs and which do 
not apply to other groups. — 

For instance, a labor union, as 
far as I know, is the only group 
in the United States which can, 
with impunity, break a contract. 

As I have said, we have con- 
tracts in all of our plants and 
still, although they contain no- 
strike pledges, we have had lht- 
erally hundreds of strikes. : 

If, on the other hand, Republic 
or any other company were to 
break its contract flagrantly, it 
would be subject to a legal suit 
and damages. 


Unions Have Absolute Monopoly 


It seems to me that both sides 
of a contract should be charged 
with the same responsibility and 
the same penalties. A union is the 
only organization of which I have 
any knowiedge, which has an ab- 
solute monopoly. Under the closed 
shop, or any of the variations of 
the closed shop, a man must be- 
long to a union in order to work. 
That has always seemed to me to 
be an admission of weakness on 
the part of the unions. 

English labor leaders are sur- 
prised at the existence of _the 
closed shop which American 
unions have. The English labor 
leaders say we must make the 
union worthwhile. The American 
labor leader says, we must have 
laws which force the employees ta 
join unions whether they wish to 
or not. 

It seems to me that at one time 
—many, many years ago—people 
were almost forced to join cer- 
tain churches. We would regard 
such a condition as intolerable to- 
Gay. 

So it would seem only fair that 
the individual employee should 
have the right to choose for him- 


'self whether or not he wishes to 


join a union and just which union, 

If unions are as valuable as 1s 
contended, there should be no re- 
quirement for compulsion to drive 
members to their membership 


‘rolls. I think, too, that freedom of 


speech should be common in this 
country and still it isn’t. A union 
can make charges of any sort or 
kind against an employer with 
impunity, but if the employer re- 
plies to correct those charges, he 
is subject to legal penalties. 

An employer and his company 
can be pictured as a_ veritable 
menace to the community and the 
employer must take it. He can not 
express his opinion about the 
union—he can only stand and take 
it. 

I believe that the employer, 
within the limits of good taste and 
honesty and always held by the 
laws of libel, should be permitted 
to reply to union accusations. 


Unions Should Not Have 
Illegal Privileges 

Unions have arrogated another 
right to themselves which I have 
never been able to fathom. Any- 
thing which is done in the name 
of unionism seems to be regarded 
as entirely right and proper. We 
have seen examples, all of us, of 
violence in picket lines, of vio- 
lence against individual workers, 
which have gone unpunished, 
Violence under any other circum- 
stances would have brought pen- 
alties. 

I do not believe that unions are 
so sacred that the organizations or 
the members should have such il- 
legal privileges. I believe they 
should be subject as organizations 


| or as individuals to the same pen- 


alties which govern your conduct 
or my conduct. 

When I mentioned the closed 
shop, I should also have men- 
tioned the check-off because I 
think the check-off is as funda- 
mentally wrong as is the closed 
shop. I do not think that the em- 
ployer should be forced to act as 
a collection agency for the union. 
I think men should pay dues toe 
unions because they want to pay 
them and they should pay them 
directly to the union. 

I don’t know in dollars and 
cents what is entailed in our com- 
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pany in collecting union dues, but | 
I know it is a substantial amount. 
If a union doesn’t give a member | 
his money’s worth, he should not 
be compelled to pay dues. 

Here again, I think the check- 
off is an admission of weakness on 
the part of the union. 


Opposes Industry-Wide Strikes 

Finally, I don’t think that any 
union should be so broad in its 
scope that it can shut down an en- 
lire industry no matter what the 
result may be on our national 
economy. We have anti-monopoly 
laws which apply to business. We 
Should have anti-monopoly laws 


I know of a case during the 
steel strike of last year in which 
a concern which makes paper 
milk bottles was closed down be- 
cause it had been forced to sign a 
contract with the United Steel 
Workers of America. This is, of 
course, ridiculous and still when 
we have labor monopoly, we have 
situations similar to this only too 
frequently. 

These are a few of the correc- 
tions which I believe should be 
made in our labor laws. I ask for 
nothing which would take away 
just rights or privileges from 
unions. I ask that the employer 
and the employee be treated as 





which would apply to unions. 


equals. 


The State of Trade <i 


(Continued fr 


some instances into 1948. How- 
ever, practically no mills are will- 
ing to commit themselves on third 
quarter tonnage and present rec- 
ords show that the quotas granted 
for the first two quarters may not 
be met since shipments during 
the past month have been lower in 
volume than had been planned. 
The American Iron and Steel 
Institute announced on Monday of 


this week the operating rate of | 


steel companies having 94% of the 
steel capacity of the industry will 
be 92.9% of capacity for the week 
beginning Jan. 27, 1947, compared 
with 91.8% one week ago, 87.7% 
one month ago and 5.9% one year 
ago. This represents an increase 
of 1.1 points or 1.2% from the 
previous week. 

The week’s operating rate is 
equivalent to 1,637,300 tons of 
steel ingots and castings and com- 
pares with 1,617,900 tons one week 
ago, 1,545.600 tons one month ago 
and 104,400 tons one year ago. 

Electric Production—The Edi- 
son Electric Institute reports that 
the output of electricity increased 


to 4,856,890,000 kwh. in the week | 


ended Jan. 18, 1947, from 4,852,- 
513,000 kwh. in the preceding 
week. Output for the week ended 
Jan. 18, 1947, was 17.2% above 
that for the corresponding weekly 
period one year ago. 
Consolidated Edison Co. of New 


York reports system output of 
216,700,000 kwh. in the week 
ended Jan. 19, 1947, compared 


with 200,800,000 kwh. for the cor- 
responding week of 


1946, or an 
increase of 7.9%. Local distribu- 
tion of electricity amounted to 
205,000,000 kwh. compared with 
193,200,000 kwh. for the corre- 
sponding week of last year, an 
increase of 6.1%. 

Railroad Freight Loadings—Car 
loadings of revenue freight for 
the week ended Jan. 18, 1947, 
totaled 828,060 cars, the Associa- 
tion of American Railroads an- 
nounced. This was a decrease of 


2.885 cars (or 0.3%) below the 
preceding week and 78,617 cars or 
105% above the corresponding 
week for 1946. Compared with the 
similar period of 1945, an increase 
of 50,488 cars, or 6.5% is shown. 

The volume of freight traffic 
handled by Class I railroads in 
1946, measured in ton-miles of 
revenue freight, was approxi- 
mately 13°% under 1945 and about 
20% less than in 1944, according 
to a preliminary estimate based 
on reports received from the rail- 
roads by the Association of Amer- 
ican Railroads and made public 
today. Freight traffic in 1946 to- 
taled approximately 590,500,000,- 
000 ton-miles compared with 681,- 
000,000,000 ton-miles in 1945. 
Compared with two years ago, 
the decrease was 147,000,000,000 
ton-miles. 

December traffic amounted to 
about 48,500,000,000 ton-miles, an 
increase of 4.8% compared with 
December, 1945. The amount of 
traffic handled by the Class I 
railroads in December this year 
was 69% greater than the volume 
carried in December 1939. 


Railroad Earnings In December 
—Based on advance reports from 
eighty-four class I railroads, 


om page 647) 

of total operating revenues, the 
Association of American Railroads 
‘estimated that railroad operating 
‘revenues in December, 1946, in- 
creased 2.7% above the same 
month of 1945. This estimate, it 
was pointed out, covers only 
operating revenues and does not 
|touch upon the trends in operat- 
|ing expenses, taxes, or final in- 
come results. Estimated freight 


revenue in December, 1946, was 
greater than in December, 1945, 


by 21.7%, but estimated passenger 
|/revenues decreased 41.7%. 

| Paper and Paperboard Produc- 
|tion — Paper production in the 
| United States for the week ended 
|Jan. 18, was 103.8% of mill ca- 
| pacity, against 102.6% in the pre- 
|ceding week and 94.4% in the like 
'1946 week, according to the 
|American Paper & Pulp Associa- 
ition. This does not include mills 
|/producing newsprint exclusively. 
Paperboard output for the cur- 
‘rent week was 103%, compared 


|with 102% in the preceding week | 


and 93% in the corresponding 
| week a year ago. 

Business Failures on Increase— 
On the uptrend for the 


previous week, failures in 
North Central States at 6 con-| 
tinued above the 1946 record. 

Three Canadian failures were | 
reported, as compared with 5 a 
week ago and 4 in the correspond- 


ing week of 1946. 


December Building Permits Fall 
—Down for the fifth successive 
month, the dollar volume of build- 
ing permits for the month of De- 
cember dropped to the lowest 
point since September, 1945. The 
aggregate for the month in 215 
cities reporting to Dun & Brad- 





street, Inc., came to $148,029,710. 
This marked a seasonal decrease 
of 6.4% from the November sum 
of $158,079,798, and was 27.4% 
less than in December, 1945 when 
permits equalled $204,008,232. 


cember had a value of $35,168,491. 
This was 68.0% over the Novem- 
ber figure, and was double the 
volume for December a year ago. 


Wholesale Food Price Index 
Lower—-The Dun & Bradstreet 
wholesale food price index | 
dropped 4 cents in the past week 
to stand at $6.19, the lowest level 





| 





for this index since Nov. 5, 1945 
when it stood at $6.14. The cur-| 
rent figure marks a drop of 30) 
cents, or 4.6%, from the decon- 
trol-peak of $6.49 recorded on| 
November 19. At this time last | 
year the index registered $4.12. | 

Commodities moving upward in | 


were declines in flour, 


Daily Wholesale Commodity 


| prices. 
New York City permits for De- | 


week. Although down from the] bales of cotton consumed during 
the | December, 
Pacific States at 8 and in the East | trade expectations and compared 


was sharply under 
with 878,000 for November. It! 
was, however, well above the De- | 
cember, 1945 total of 652,000, and 
silghtly exceeded the December, 
1944 figure of 758,000. Consump- 
tion for the first five months of 
the current season amounted to 
4,257,000 bales, compared with 3,- | 
594,000 in the similar period of | 
last season, or an increase of 
18.4%. Activity in staple carded 
cotton gray goods markets was 
fairly brisk. 

Sales of domestic wools in the 
Boston market were spotty 
throughout the week. Some busi- 
ness was noted in defective pulled 
type wools, stimulated by the re- | 
cent revision in CCC selling 
Spot foreign wools re- 
mained quiet but trading in for- 
eign primary markets was re- 
sumed after the holiday lull. Com- 
petition was keen in the various 
markets and prices were estab- 
lished on a firm basis, especially | 
for choice wools wanted by this 
country. 


Retail and Wholesale Trade— | 
Rain and unfavorable shopping | 
weather over a wide area of the | 
United States resulted in a minor | 
decline in retail volume the past | 
week. Dollar volume was moder- | 
ately above that of the compar- 
able 1946 week. 


The consumer demand for 
staple goods remained at a very 


the week included rye, bellies,| high level. Some of the sharpest 
sugar, eggs, hogs and sheep. There | declines 
wheat, | among 
corn, oats, barley, butter, cocoa) goods lines, while increases in the 
and steers. The index represents| retail volume of electrical ap- 
the sum total of the price per| pliances on the other hand, were 
pound of 31 foods in general use. | appreciable. 


to be 
soft 


were 
luxury 


reported 
items and 


Retail food volume was almost 


dex for the week ended Jan. 18, 
1947, increased by 17% above the 
same period of last year. This 
compares with an increase of 24% 
in the preceding week. For the 


'four weeks ended Jan. 18, 1947, 


sales increased by 37% and for the 
year to date by 28%. 

Retail trade here in New York 
the past week held to approxi- 
mately the same percentage of 
gain as in the preceding week. 
Price and improvement in quality 
of merchandise became major is- 
sues in the wholesale markets. 

Dry goods wholesalers, who 
were among the substantial num- 
bers of buyers arriving here, ex- 
pressed concern over “too high” 
prices. Cotton textile sellers in the 
primary market reported subd- 
stantial activity for second quar- 
ter deliveries. Converters said 
spot prices for rayons continued at 
a high level, with quotations on 
gray goods for immediate delivery 
two and three times the OPA ceil- 
ing prices. 

The price issue also forged to 
the front in the food trades. The 


|index of wholesale food prices, 


however, continued to move 
slightly higher despite the down- 
ward trend on some items such 
as butter and canned fruit juices. 

Clearances moved furniture at 
retail, with more liberal credit 
| provisions sought. 


According to the Federal Re- 
serve Bank’s index, depart- 
|ment store sales in New York 
| City for the weekly period to Jan. 
28, 1947, increased 19% above the 
| same period last year. This com- 
pared with an increase of 30% in 
the preceding week. For the four 
| weeks ended Jan. 18, 1947, saies 
' rose 39% and for the year to date 
_increased to 29%. 





Price Index—The decline in the| unchanged from the very high | 
wholesale price level was accel-| levels reached in previous weeks. | 
erated last week due to con-| The price of butter declined in | 
tinued weakness in cotton and) many cities again last week and) 





Meetings to Promote 


other leading staples. The daily| minor price declines were re- 
wholesale commodity price index, | ported in some localities for meat, 


sixth} compiled by Dun & Bradstreet,| poultry and some canned foods. 


straight week, commercial and in-| Inc., dropped from 240.37 on Jan.| The supply of fresh fruits and 


dustrial failures rose to 52 in the! 14 to 234.65 on Jan. 21 the lowest | vegetables 


week ending January 23, reports 


| 
| 


: } remained abundant 
point touched in over two months. | and meat, fish, and poultry were 


Dun & Bradstreet, Inc. One above! At this time last year the index | easily obtainable. 


the 51 recorded last week, which| stood at 183.38. 


was the highest of any week since 
August of 1943, concerns failing 
continued to be twice as numerous 


as in the corresponding week of | showed signs of resistance to cur- 


1946 when only 24 concerns failed. 
In fact, this represented the 
eighteenth consecutive week in 
which failures have 
those reported in the 
| year’s comparable weeks. 

Large failures with liabilities of 
$5,000 or more comprised four- 
fifths of the week’s failures. Num- 
bering 43, failures occurring in 
\this size group increased from 39 
a week ago and, compared with 
last year’s 16 were almost three 
|times as numerous. Nine of the 
|43 failures in the $5,000 and over 
|liability class actually involved 
|losses in excess of $100,000; for 
one concern, losses topped $1,000,- 
000. On the other hand, small 
failures with liabilities under 
$5,000 declined from 12 last week 
to 9 in the week just ended, only 
1 above the number reported in 
the same week of 1946. 

Manufacturing and _ retailing 
together accounted for all except 
10 of the failures during the week. 
The only increase from a week 
ago took place in the manufactur- 
ing industry where concerns fail- 
ing rose from 16 to 22, outnum- 
bering by a wide margin the 12 
manufacturers failing last year. In 
retail trade, failures remained at 
20, the same as in the preceding 
weck, but almost three times the 
number a year ago. Wholesalers 
failures continued at 6, the same 
as last week. In construction and 
commercial service, concerns ac- 
tually showed a decline from the 
previous week’s level; in fact, 
failures in these two groups did 
not even rise above 1946’s low 
level. 

The Middle Atiantic States with 
16 failures and the New England 
States with 14 had the largest 


previous 





| 


| 


| 


exceeded | ernment buying of the cash arti- 


: : ; Large percentage increases 1n 
After a firm start, leading grain| the dollar volume of home and 
markets turned downward as the | electrical appliances were re- 


Commodity Credit Corporation ported the past week. Interest in 
rent price levels. Wheat declined | —, ~e ie high pair 
under pressure of larger offerings that have prevailed in previous 
prompted by indications that £0V-| weeks. Dining room and bedroom 
furniture were frequently sought. 
Hardware and automobile aces- 
sories were requested by numer- 
ous shoppers. 

A slight decline in retail ap- 


cle would soon taper off and re- 
ports that purchasing of flour for 
export had been greatly curtailed 
following recent heavy buying 
over the past few weeks. Domestic parel volume was apparent in 


demand for flour was fair, but) many lines last week. Promotions 
liberal stocks held by most users | of Spring styles of women’s ap- 


made for extreme caution in buy-| parel were beginning to appear as 
ing. Cash corn prices averaged) some clearance sales of winter 
slightly higher despite weakness| wear ended. Much of the current 
in other grains and heavy offer-| qemand was directed toward 
ings by farmers. medium-priced lines. Consumer 

The lard futures market showed | interest in men’s suits remained 


purchases by the government. The 
undertone in cash lard, however, 


increase in the near future. Hog 


at the close. Sheep and lambs 
were also firm but cattle prices 
were off slightly under pressure 
of increased receipts. Cocoa prices 





prices were irregular and firmer | 


| 


| 


strength, aided by reports of large | at the high levels of previous 


weeks. Selections continued to in- 
crease but were far from plenti- 


was somewhat easier, due to the | ful. The demand for shoes dipped 
belief that the make of lard would | slightly, though dollar volume re- 


mained high. 

Retail volume for the country 
in the week ended last Wednesday 
was estimated to be from 15 to 
19% above that of the correspond- 
ing week a year ago. Regional 





displayed a downward trend dur-| estimates exceeded those of a 
ing the week, reflecting heavy | year ago by the following per- 
arrivals and growing caution on | centages: New England 10 to 14, 
the part of manufacturers in mak- | Fast 18 to 22, Middle West 13 to 
ing new commitments. 17, Northwest 20 to 24, South 17 


Cotton markets were irregular! to 21, Southwest 11 to 15 and 
and prices shifted over a wide | Pacific Coast 12 to 16. _ | 
range last week. In the sharpest! Wholesale volume __ increased | 


decline since last October, New | moderately in the week and was 
York spot quotations fell 2 cents | well above that of the correspond- 
per pound in the week, following | ing week a year ago. There was a 
a substantial loss in the preceding | sharp decline in the number of 
period. Favorable supporting fac- | buyers registered in many whole- 
tors continued as heretofore, but sale centers last week but the to- 
considerable liquidation developed | tal compared favorably with that 
at times as the result of fears of | of the similar 1946 week. Deliver- 
of further restrictions being’! ies continued to improve and were 
placed on trading in cotton fu-| well above the 1946 level. 

tures and weakness evidenced in| Department store sales on a 
other markets. The report of the | country-wide basis, as taken from 


Safety Campaign 

| For the first time in the his- 
‘tory of the trucking industry, 
owners and drivers will gather in 
simultaneous meetings in every 
state to discuss highway courtesy 
and safety. The date for the meet- 
ings, to be held on Jan. 30 was 
announced by Ted V. Rodgers, 
President of the American Truck- 
ing Association Inc. 

One of the features of the meet- 
ings will be a_ coast-to-coast 
broadcast of a special message 
from President Rodgers, arranged 
through the co-operation of Elec- 
tric Auto-Lite Co., manufacturers 
of batteries and other parts and 
accessories for the industry. Mr. 
Rodgers will deliver his message 
over the company’s Dick Haymes 
program, CBS 9:00 to 9:30 EST. 
The broadcast will be heard at all 
|of the mass meetings over loud- 
| speaker equipment tuned in to the 
program. 
Hamilton Fed. Sav. Loan 
Reports Increased Assets 

The Hamilton Federal Savings 
and Loan Association of Brook- 
'lyn reports total assets of $5,- 
| 846,902 on Dec. 31, 1946, as com- 
| pared with $5,166,283 at the end 
of 1945. The association also re- 
| ported a share capital gain of 
$589,955, resulting in an all-time 
‘high total in share capital of 
| $5,226,556. Gross income for the 
| year was $217,382, and. net income 
' amounted to $140,959. The Asso- 
ciation gained 2,047 new accounts, 
'totaling $589,955 during 1946, 
| bringing total membership to 13,- 
| 187 accounts. 
| Mortgage loan investments on 
| Dec. 31, 1946 totaled $4,987,541, 
| consisting of $1,064,487 of G. I. 
| loansand $3,923,054 of conventional 
‘loans. The number of new mort- 
| gagors increased by 294, and the 
| mortgage portfolio showed a net 
increase of $1,895,944 for the 12- 
| month period. James V. Mahoney, 
| President, in his report to share- 
| holders, said that the volume of 
|new loans during the past year, 
| represented the greatest increase 





whose revenues represents 80.8% ‘number of concerns failing this| Census Bureau showing 1774,000/| the Federal Reserve Board’s in-| in the Association’s history. 
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Moody’s Bond Prices and Bond Yield Averages’ 


Moody’s computed bond prices and bond yield averages are 
given in the following table: 


MOODY'S BOND PRICES 
(Based on Average Yields) 
Avge. 
Corpo- 
rate* 
117.60 
117.40 
117.60 
117.60 
117.40 
117.40 
117.40 
117.40 
117.40 
117.40 
117.40 
117.20 
117.20 
117.20 
117.20 
117.20 
117.20 
117.20 
117.00 
117.00 
116.80 
116.80 
116.80 


1946-47 
Daly 

Averages 
28 
27 
25 
24 
23 
22 


24 


U. 8. 
Govt. 
bonds 
122.33 
1<2.30 
122.33 
122.39 

2.36 

.36 


44 O27 
-et 


.27 
2.24 
2.24 

22.24 


Corporate by Earnings* 
Aaa Aa A Baa 
121.88 120.43 110.88 
121.68 120.22 110.88 
121.88 120.43 110.88 
121.88 120.43 110.88 
121.88 120.43 110.70 
121.88 120.43 110.70 
121.88 120.03 110.30 
122.09 120.22 110.70 
121.88 120.43 110.70 
121.88 120.22 110.70 
121.67 120.02 110.70 
121.67 120.02 110.52 
121.67 120.02 110.52 
121.67 119.82 110.52 
121.67 120.02 110.70 
121.67 119.82 110.52 
121.67 119.82 110.52 
121.46 119.82 110.52 
121.06 119.82 110.52 
121.25 119.61 110.34 
121.25 119.61 110.34 
121.25 119.61 116.80 110.15 
121.04 119.61 116.80 110.34 
STOCK EXCHANGE CLOSED 
121.04 119.61 116.80 110.15 112.56 
120.84 119.20 116.61 109.97 112.37 
120.63 119.20 116.41 109.97 112.37 
120.84 119.00 116.22 109.60 111.81 


121.04 118.80 116.02 109.60 111.81 
121.04 119.00 116.02 109.79 112.00 
121.46 119.20 116.41 110.15 112.37 
121.25 119.20 116.22 110.34 112.37 
121.04 119.20 116.02 110.15 112.19 


121.04 119.26 116.22 110.34 112.19 
121.04 119.20 116.22 110.34 112.37 
120.84 119.00 116.22 110.15 112.19 
121.25 119.00 116.61 110.34 112.56 


121.04 119.00 116.61 110.15 112.37 
122.71 120.43 118.00 112.37 114.85 
123.13 121.04 118.40 112.56 115.63 
123.34 121.25 118.40 112.56 116.02 
122.92 121.46 118.40 112.56 116.22 
123.34 121.25 118.40 113.12 116.41 
123.99 122.29 119.41 114.27 117.40 
123.34 121.88 119.00 114.27 116.41 
123.12 121.25 119.00 113.31 115.63 
122.09 120.43 117.40 110.88 113.3 

121.04 119.61 116.80 110.15 112.56 
124.20 122.50 119.61 114.46 117.60 
120.63 118.80 116.02 109.60 111.81 


Corporate by Groups* 
R. R. P.U Indus. 


113.31 118.80 120.63 
113.31 118.60 120.63 
113.31 118.80 120.63 
113.31 118.80 120.63 
113.12 118.80 120.63 
113.12 118.80 120.63 
113.12 118.80 120.84 
: 118.80 120.84 
118.60 120.84 
118.60 120.84 
118.60 120.63 
118.40 120.63 
118.40 120.43 
118.40 120.43 
118.40 120.43 
118.40 120.43 
118.40 120.43 
118.00 120.20 
118.00 120.22 
117.80 120.22 
118.00 120.22 
118.00 120.02 
118.00 120.02 


Jan 117.40 
117.40 
117.40 
117.40 
117.40 
117.20 
117.40 
117.40 
117.40 
117.40 
117.40 
117.40 
117.20 
117.40 
117.20 
117.20 
117.20 
117.20 
117.00 
117.00 
116.80 


116.80 
116.61 
116.41 
116.22 


116.22 
116.41 
116.61 
116.61 
116.41 


116.61 
116.61 
116.41 
116.61 


116.61 
118.40 
118.60 
118.80 
118.80 
119.00 
119.82 
120.22 
119.00 
117.60 
116.80 
120.02 
116.22 


118.80 
117.60 
117.40 
117.40 


117.60 
117.60 
117.80 
117.60 
117.60 


117.60 
117.80 
117.60 
117.80 


117.80 
118.80 
119.20 
119.20 
119.00 
119.41 
120.22 
120.22 
119.41 
118.80 
117.80 


120.43 
117.40 


119.82 
119.82 
119.61 
119.61 


119.61 
119.82 
120.02 
120.02 
119.82 


120.02 
120.02 
119.82 
119.82 


119.82 
121.25 
121.46 
121.46 
121.04 
121.04 
122.09 
122.09 
122.09 
120.84 
120.02 


122.50 
119.41 


High 1947. 
Low 1947__ 
High 1946____ 
Low 1946 

1 Year Ago 
Jan. 28, 1946 

2 Years Ago 
Jan. 27, 1945 


119.0 123.13 121.25 119.00 113.31 115.82 119.41 


120.84 113.89 119.41 118.00 113.70 105.17 109.24 113.89 


MOODY’S BOND YIELD AVERAGES 
(Based on Individual Closing Prices) 
Avge. 
Corpo- 
rate* 


1946-47 
Daily 

Averages 

28 

27 

25 

24 

23 

22 

21. 

20 

18 

= Se 

16 

_ ae 

14_ 

13 

11 

10 


Govt. 
Bonds 


= 


Corporate by Earnings* 
Aaa Aa 
56 .63 
56 .64 
56 .63 
56 
56 
56 
56 
.55 
.56 


Corporate by Groups* 
R. R. P. U. Indus. 
2.99 2.62 
2.99 2.62 
2.99 2 
2.99 
3.00 
3.00 
3.00 
3.00 
2.99 
3.00 
3.00 


Jan. 5 


~) 


NN 


-78 
78 


QO 


78 
78 
78 
79 
.78 
.78 
78 
.78 
78 
78 
79 
78 
79 
.79 
.79 
79 
2.80 
2.80 
2.81 1 
2.81 16 
.60 2.81 3.15 
STOCK EXCHANGE CLOSED 
60 .67 81 3.16 
61 .69 62 ae 
.62 .69 .B3 
.70 .84 
.71 85 
85 
83 
84 
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3.16 
3.04 
3.03 
3.03 
3.03 
3.00 
2.94 
2.94 
2.99 
3.16 
3.12 
3.19 
2.93 


2.76 
2.71 
2.69 
2.69 
2.70 
2.68 
2.64 
2.64 
2.68 
2.76 
2.71 
2.78 
2.63 


BR MD irate 
High 1947 
Low 1947 
High 1946. 
Low 1946 

1 Year Ago 
Jan. 28, 1946 

2 Years Ago 
Jan. 27, 1945 


1.32 


2.99 2.68 


ye i 2.96 2.68 


2.75 2.97 3.44 9.21 2.96 2.72 
. *These prices are computed from average yields on the basis of one “typical” bond 
(3%4% coupon, maturing in 25 years) and do not Purport to show either the average 
level or the average movement cf actual price quotations. 

illustrate in a more comprehensive way the relative levels and the relative movement 
of yield averages, the latter being the true picture of the bond market. 


They merely serve to 


NOTE—-The list used in compiling the averages was given in the Sept. 5, 1946 


Jan. 


(Dollar amounts in millions—rounded 


*A 
Series A-D: 


Series A-1935 
Series B-1936 
Series C-1937 
Series C-1938 
Series D-1939 
Series D-1940 
Series D-1941__ 


(matured ) 
(matured) 


Total series A-D 


Series E: 


Series 
Series 


E-1941 
E-1942 
Series E-1943 
Series E-1944 
Series E-1945 
Series E-1946 


Total series E = 5 
Unclassified Redemptions: 
Series A-E 


Total series A-E 

Series F and G: 
Series F 
Series 
Series 
Series 
Series 
Series 


G-1941 
G-1942 
G-1943 
G-1944 
G-1945 
G-1946 


and 
and 
and 
and 
and 
and 


F 
F 
F 
F 


F 
Total series F and G 


$Total, all series 


*Includes accrued 
lions reported on 
and B (matured), 
debt on Public 


discount. 
public debt stat 
and therefore 
Debt Statement. 


*Curren 
ement 
dees 


Issued 


5,254 


$49,898 


1,526 
3,175 
3,350 
3,682 
3,140 
2,898 


$17,771 
$67,670 


as 
not 


United States Savings Bonds Issued and 
Redeemed Through Dec. 31, 1946 


and will not necessarily add to totals) 


Percent 
Redeemed of 
Amt. Issued 


mount *Amount 


Redeemed 


+Amount 
Outstdg. 


$255 
462 
578 
648 
1,000 
1,189 


$242 
387 
151 
145 
197 
209 
78 


94.90 
83.77 
26.12 
22.38 
19.70 
17.58 
15.18 


$1,410 30.36 


287 
2,044 
3,974 
4,661 
3,314 

596 


19.81 
31.13 
36.94 
37.04 
33,61 


$14,876 


. 115 


$16,401 $33,498 


166 
384 


,360 
,791 
390 2,959 
300 3,382 
143 2,997 

22 2,876 


10.88 
12.09 
11.64 
8.15 
4.55 
-76 


$16,366 
$49,864 
values. 
sales."’ 
totals 


$1,406 7.91 


26.31 

tIncludes $38 mil- 
$Includes series A 
under interest-bearing 


$17,806 
t redemption 

‘unclassified 
agree with 





The Edison Electric Institute, 


electric light and power industry 


in the week ended Jan, 18, 1947, 


largest increases were reported by 


PERCENTAGE INCREASE 

Major Geographical 

Division— 
New England 
Middle Atlantic 
Central Industrial 
West Central : 5 
Southern States__________ 
Rocky Mountain. 
Pacific Coast_......-- 


Total United States 


DATA FOR RECENT WEEKS 


1946 
4,478,092 
4,495,220 
4,539,712 
4,601,767 
4,628,353 
4,682,085 
4,699,935 
4,764,718 
4,448,193 


1945 
4,028,286 
3,934,394 
3,914,738 
3,937,420 
3,899,293 
3,948,024 
3,984,608 
3,841,350 
4,042,915 
4,096,954 
4,154,061 
4,239,376 
3,758,942 


c 


Week Ended— 


4,442,443 


Week Ended— 
DE, « Gonkgenas 
een. i3.... 
Jan. 18 

25 


1947 
573,807 

52,513 

56,890 
856,404 


3,865,362 
4,163,206 
4,145,116 
4,034,365 


4, 
4, 
4, 
4, 


4,145,116,000 kwh., produced in the week ended Jan. 19, 1946. 


Coast groups which showed increases of 26.7% 
tively over the same week in 1946. 


Jan. 


(Thousands 


% Change 
Over 1945 


1946 Over 1946 


Electric Output for Week Ended Jan, 25, 1947 
20.4% Ahead of That for Same Week Last Year 


in its current weekly report, es- 


timates that the amount of electrical energy distributed by the 


for the week ended Jan. 25, 1947, 


was 4,856,404,000 kwh., an increase of 20.4% over the corresponding 
week last year when electric output amounted to 4,034,365,000 kwh. 
The current figure also compares with 4,856,890,000 kwh. produced 


which was 17.2% higher than the 
The 
the Central Industrial and Pacific 


and 26.2%, respec- 


OVER SAME WEEK LAST YEAR 


Week Ended 
18 


Jan. 4 
13.2 
10.7 
16.5 
17.9 
26.3 
13.7 
24.1 


Dec. 28 
10.6 
10.6 
17.4 
14.1 
26.3 

9.2 
26.0 


10.4 
10.1 
18.5 
13.8 
22.0 
8.6 
23.8 
18.3 18.2 


17.2 
of Ellowatt-Hours) 


1944 
4,375,079 
4,354,575 
4,345,352 
4,358,293 
4,354,939 
4,396,595 


1929 
1,806,402 
1,798,633 
1,824,16C 
1,815,749 
1,798,164 
1,793,584 
1,818,169 
1,718,002 
1,806,225 
1,840,863 
1,860,021 
1,637,683 
1,542,000 


+11.2 


~ 
Ps 


AUP OSH AHHMONAH 


t+tette4etteHtetett 


pee et 


oo 


Change 

1945 
4.427,281 
4,614,334 
4,588,214 


4,576,713 


+ 18.3 
+ 16.6 
+ 17.2 
+ 20.4 


1,602,482 
1,598,201 
1,588,967 
1,508,853 


7: 
ut 





Fairchild index Reporis 
To Advance 


cember. Despite the promotional 
tenth consecutive month, reaching 


ing December showed one of the 


Retail Prices Continued 
in December 


The upward trend in retail prices continued unabated in De- 


sales, prices on Jan. 2 according 


to the Fairchild Publications’ Retail Price Index advanced for the 


a new high in the life of the Index. 


The advices in the matter issued Jan. 18 stated that ‘quotations dur- 


largest monthly gains, an advance 





and a gain of 6.3% above the cor- 
responding period a year ago. 
Prices have advanced 5.2% since 
July 1, 1946.” The further advices 
from Fairchild Publications state: 

“Once again each of the major 
groups advanced during the 
month, with the largest increase 
in infants’ wear and men’s ap- 
parel. Women’s apparel showed 
the smallest advance. Men’s ap- 
parel and infants’ wear as well 
as home-furnishings recorded the 
greatest gains as compared with a 
year ago or as with July 1. 





issue of the “Chronicle” on page 1321. 


hosiery, 


“With the exception of. women’s 


of 1.4% above the previous month® 


changed, and furs, which contin- 
ued a sharp decline, every com- 
modity including the Index ad- 
vanced. The gains during the 
month for many commodities 
were among the sharpest in the 
life of the Index. Commodities 
showing sharp advances included 
silk piece goods, women’s and 
men’s shoes, women’s. corsets, 
men’s underwear, infants’ hose, 
underwear and shoes. These same 
items also showed marked gains 
above a year ago. Fur prices re- 
corded one of the greatest month- 
ly declines, a loss of 5.1%. 





which remained un- 


“The advance in retail prices 








should continue for several 
months longer. This will be a re- 
tiection ot the higher wholesale 
prices. Retail prices will con- 
tinue to be marked up on stand- 
ard merchandise while of sub- 
standard and off-season merchan- 
dise will be reduced, according to 
A. W. Zelomek, economist under 
whose supervision the Index is 
compiled. Despite the recent ad- 
vance in retail prices, they are 
still lagging as compared with 
wholesale levels.” 


Mervin B, France Heads 
Society for Savings 


At the annual meeting of the 
Society for Savings in the City of 
Cleveland, held Jan. 17, Mervin 
B. France, first Vice-President, 
was elected as the eleventh Presi- 
dent of that 98-year-old instiutiom 
which is known nationally as the 
oldest and largest mutual savings 
organization west of the Alle— 
ghenies. The announcement was 
made by Henry S. Sherman, Presi~ 
dent since 1934, who was elected 
Chairman of the board of trustees 
to succeed Samuel Scovil. Mr. 
Scovil becomes honorary Chair- 
man after 37 years of service as 
Trustee and later as Chairman of 
the board. 

According to Mr. Sherman, Mr. 
France at 45 is one of the youngest 
Presidents ever elected by the 
Society although the late Ambas- 
sador Myron T. Herrick was elect 
ed to the same office at age 40. 
At that time the Society, which 
as a lender of funds does business 
in many states and as a savings 
institution has 165,000 depositors, 
had total deposits of about one-~- 
tenth those today. Total deposits 
today exceed $201,000,000 and to- 
tal resources are more than $217, 
000,000. 

Mr. France is prominently iden 
tified with the work of the Ameri- 
can Bankers Association, the Na« 
tional Association of Mutual Sav- 
ings Banks, the Investment Bank~ 
ers Association of America, and 
the Ohio Bankers Association. 


Weekly Lumber Shipments 
3.2% Above Production 


According to the National Lum- 
ber Manufacturers Ass’n, lumber 
shipments of 410 mills reporting 
to the National Lumber Trade 
Barometer were 3.2% above pro- 
duction for the week ending Jan, 
18, 1947. In the same week new 
orders of these mills were 15.2% 
above production. Unfilled order 
files of the reporting mills, 
amounted to 59% of stocks. For 
reporting softwood mills, unfilled 
orders are equivalent to 23 days’ 
production at the current rate 
and gross stocks are equivalent to 
38 days’ production. 

For the year-to-date, shipments 
of reporting indentical mills were 
22.1% above production; orders 
were 32.2% above production. : 

Compared to the average corree 
sponding week of 1935-1939, pro< 
duction of reporting mills was 
33.2% above; shipments were 
23.4% above; orders were 17.9% 
above. Compared to the corree 
sponding week in 1946, produce 
tion of reporting mills was 16.8% 
above, shipments were 0.2% be« 
low; and new orders were 6.7% 
above. 


Moody’s Daily 
Commodity Inde 


Tuesday, Jan. 21__--- 
Wednesday, Jan. 22_~ 
Thursday, Jan. 23 
Friday, Jan. 24 
Saturday, Jan. 25 
Monday, Jan. 27-- 
Tuesday, Jan. 28 r: 
Two weeks ago, Jan. 14__ 
Month ago, Dec. 28 
Year ago, Jan. 28__- 
1946 High, Dec. 24 

Low, Jan. 2_- 
1947 High, Jan. 3 

Low, Jan. 20 
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Trading on New York Exchanges 


The Securities and Exchange Commission made public on Jan. 
22 figures showing the volume of total round-lot stock sales on the 
New York Stock Exchange and the New York Curb Exchange and 
the volume of round-lot stock transactions for the account of all 
members of these exchanges in the week ended Jan. 4, continuing a 
series of current figures being published weekly by the Commission. 
Short sales are shown separately from other sales in these figures. 

Trading on the Stock Exchange for the account of members 
(except odd-lot dealers) during the week ended Jan. 4 (in round- 
lot transaction) total 1,734,420 shares, which amount was 16.05% 
of the total transactions on the Exchange of 5,402,210 shares. This 
compares with member trading during the week ended Dec. 28 of 
1,622,770 shares, or 14.78% of the total trading of 5,490,310 shares, 

On the New York Curb Exchange, member trading during the 
week ended Jan. 4 amounted to 476,425 shares, or 15.68% of the 
total volume on that Exchange of 1,519,465 shares. During the week 
ended Dec. 28 trading for the account of Curb members of 421,835 
shares was 12.87% of the total trading of 1,638,390 shares. 


Total Round-Lot Stock Sales on the New York Stock Exchange and Round-Lot Steck 
Transactions for Account of Members* (Shares) 


WEEK ENDED JAN. 4, 1947 





A. Total Round-Lot Sales: Total for Week t% 
Short sales___ 137,320 
ERE REI. ERE I SES ee 5,264,890 
Total sales______- ™ 5,402,210 





B. Round-Lot Transactions tor Account of Members, 
Except for the Odd-Lot Accounts of Odd-Lot 
Dealers and Specialists: 

1. Transactions of specialists in stocks in which 
they are registered— 














Total purchases__.—-----~-- 565,560 
en Se a 83,010 
po” eee ee wi 493,740 
i 576,750 10.57 
2. Other transactions Initiated on the floor— “ 
Total purchases__..----.._.-----.-------- 108,870 
CT eee 7,000 
SO ther 60108 ...nn cocoa nccsnnstoossseuee 117,570 
Total sales A Ae AR eee! CeCe ee 124,570 2.16 
3. Other transactions initiated off the floor— 
Total purchases__......~...----~-------— — 189,030 
OE 15,940 
ER ee 153,700 
WebeR GRIIR nce 169,640 3.32 
4. Total— 
Total purchases.__.._.._._._.__..._-.-......_.----~ 863,460 
ESE ELE OES Sica a 105,950 
SESE GRIEG no ckertonctmnoeemcnunesenen = 765,010 
(,. (t ) ee - 870,960 16.05 





Total Round-Lot Stock Sales on the New York Curb Exchange and Stock 
Transactions for Account of Members* (Shares) 


WEEK ENDED JAN, 4, 1947 








A. Total Round-Lot Sales: Total for Week % 
Short sales____._.- - 10,870 
RE ae Se Ae So ee 1,508,595 
pa a ee ae a ee —_ 1,519,465 
B. Round-Lot Transactions for Account of Members: 
1. Transactions of speciatists in stocks in which 
they are registered— 
oe re — 167,815 
I no aie datennsdettnnniiicegnialenindbaniipuitiytimammninetane 6,995 
OS Ee eee ee oe me 131,110 
ae ee, ae 138,105 10.06 
2. Other transactions initiated on the tloor— 
TEER? WUTORRECE ee eee mmemnaiinindnee 18 850 


OT eee ae ee ee 300 














Og Se Re > Seer 18,450 
a a ee 18,750 1.24 
3. Other transactions initiated off the floor— a 
Watal VULCRAIE.... ncn manna jemiamnin 95 875 
OEE BRIOG... ., cinintctitiguitlénaciubtn np ttaatiniaaentia 1 180 
BES BID icin cedicter et irinnietenteerenintndin arene 35,850 
Eo 37,030 4.38 
4. Total— aia 
Total purchases___------.--.~------------—— 282,540 
Short 6bl0Sn nnn nonce neewesenes 8,4 i5 
ee 185,410 
Totel sales... new n —smene 193,885 15.68 
©. Odd-Lot Transactions for Account o! Specialists— 
Customers’ short sales_____--------~---------- = a x 4 
$Customers’ other sales____-_----------~-----—-- “ 71,532 
Total purchases ae sad 71,532 
Total sales________-----~----~---~--------—---- 60,573 


*The term ‘“‘members” includes all regular and associate Exchange members, their 
Gene See Tine thane eee the oat ot members’ purchases and sales is 
compared with twice the total round-lot volume on the Exchange for the reason that 
= ee Snort sales which: are exempted from restriction by the Commission's 
ae ty A ge tr included with ‘‘other sales.” 


Weekly Coal and Coke Production Statistics 


The total production of soft coal in the week ended Jan, 18, 1947, 
as estimated by the United States Bureau of Mines, was 13,225,000 
net tons, a decrease of 525,000 tons, or 3.8%, from the preceding 
week. Production in the corresponding week last year amounted 
to 12,864,000 tons. The total output for the calendar year to Jan. 
18, 1947, was estimated at 33,775,000 net tons, an increase of 2.2% 
over the 33,044,000 tons produced from Jan. 1 to Jan. 19, 1946. 
Production of Pennsylvania anthracite for the week ended Jan. 
18, 1947, as estimated by the Bureau of Mines, was 1,166,000 tons, a 
decrease of 49,000 tons, or 4.0%, from the preceding week. When 
compared with the output in the corresponding week of 1946 there 
was an increase of 36,000 tons, or 3.2%. From Jan. 1 to Jan, 18, 1947, 
a total of 2,885,000 tons of anthracite was produced, as against 
2,940,000 tons for the period from Jan. 1 to Jan. 19, 1946. 
the Bureau also reported that the estimated production of bee- 





“Jhive coke in the United States for the week ended Jan. 18, 1947, 


showed an increase of 8,800 tons when compared with the output 
for the week ended Jan. 11, 1947; and was 34,500 tons more than for 
the corresponding week of 1946. 


ESTIMATED UNITED STATES PRODUCTION OF BITUMINOUS COAL AND LIGNITE 


(In Net Tons) 
- —- Week Ended—————— - Jan. 1 to Date—— 
Jan. 18, 


Jan. 11, Jan. 19, tJan. 18, Jan. 19, 
Bituminous coal & lignite— 1947 1947 1946 1947 1946 
Total, including mine fuel 13,225,600 13,750,000 12,864,000 33,775,000 33.044.000 
Daily average 2,204,000 2,292,000 2,144,009 2,237,000 2,052,000 
*“Revised. tSubject to current adjustment. 


ESTIMATED PRODUCTION OF PENNSYLVANIA ANTHRACITE AND COKE 
(In Net Tons) 
————_ Week Ended— 








= ——Calendar Year to Date- 
Jan.18, §Jan.11, Jan. 19, SJan. 18, Jan. 19, Jan. 23, 
Penn. Anthracite— 1947 1947 1946 1947 1946 1937 
*Total incl. coll. fuel 1,166,000 1,215,000 1,130,000 2,885,000 2,940,000 3,184,000 
7Commercial produc. 1,121,000 1,168,000 1,086,000 2,774,000 2,827,000 3,025,000 
Beehive Coke— 
{United States total 126,500 117,700 92,000 306,000 250,900 208,900 


*Includes washery and dredge coal and coal shipped by truck from authorized 
operations. tExcludes colliery fuels. iSubject to revision. §$Revised. {Estimated from 
weekly carloadings reported by 10 railroads. 


ESTIMATED WEEKLY PRODUCTION OF BITUMINOUS COAL AND LIGNITE, 
BY STATES, IN NET TONS 
(The current weekly estimates are based on railroad carloadings and river ship- 


ments and are subject to revision on receipt of monthly tonnage reports from district 
and State sources or of final annual return from the operators.) 









































Week Ended 
Jan. 11, Jan. 4, Jan. 12, 
State— 1947 1947 1946 

I a, | ctertsinicchinatninopmnewine 394,000 337,000 356,000 
ack GhetdiniietvavcdibteDtcwag pibannieteee 7,000 7,000 6,000 
BI ci ccttticntietieninpeicblimsitenetige es Ortega 46.000 35,000 35,000 
a ee oe 203,000 151,000 168,000 
Georgia and North Carolina-_---~ 1,000 1,000 1,000 
Olinois 1,547,000 1,222,000 1,477,000 
a a eee On 621,000 497,000 536,000 
fowa m 37,000 30,000 46,000 
Kansas and Missouri___.__-._. nhe 126,000 99,000 98,000 
Kentucky—Eastern re 1,244,000 1,147,000 772,000 
Kentucky—Western __---~_--~. —- 422,000 377,000 382,000 
Maryland ~_--_ 63,000 50,000 37,000 
Michigan 2,000 2,600 3,000 
Montana (bituminous and lignite) 98,000 88,000 91,000 
New Mexico 37,000 33,000 32,000 
North and South Dakota (lignite) 77,000 72,000 77,000 
- eee 843,000 675,000 720,000 
IN si cnceciscnyciiesinasnbitbinnenbiteigiinn 80,000 62,000 57,000 
Pennsylvania (bituminous)_--.... 3,125,000 2,500,000 2,660,000 
Tennessee 166,060 140,000 126,000 
Texas (bituminous and lignite)_._ 2,000 2,000 2,000 
Utah __-- eR 180,000 144,000 146,000 
Virginia 460,000 383,000 307,000 
Washington 26,000 20,000 31,000 
tWest Virginia—Southern_____-~--~-. 2,693,000 2,142,000 2,201,000 
tWest Virginia—Northern___-_-_~_~~. 1,017,000 948,000 1,017,000 
0 ERTS IEP LE OA 232,000 185,000 215,000 
sOther Western States___-_-___---~_- 1,000 1,000 1,000 
Total bituminous and lignite. 13,750,000 11,350,000 11,600,000 


tIncludes operations on the N. & W.; C. & O.; Virginian; K. & M.; B. C. & G.; and 
on the B. & O. in Kanawha, Mason and Clay Counties. tRest of State, including the 
Panhandle District and Grant, Mineral and Tucker counties. §Includes Arizona and 
Oregon, 





National Fertilizer Association Commodity 
Price Index Still Declining 


The weekly wholesale commodity price index compiled by The 
National Fertilizer Association and made public on Jan. 27, fell to 
189.0 for the week ended Jan. 25, 1947, from the revised figure of 
189.8 in the preceding week. This is the third consecutive week that 
there has been a decline and the index is now lower than at any time 
since Nov. 9, 1946, when it was 181.3. A month ago the index stood 
at 189.9 and a year ago at 141.8, all based on the 1935-1939 average 
as 100. The Association’s report continued as follows: 


During the past week six of the composite groups declined while 
one advanced. The foods group declined slightly; lower prices for 
butter, cocoa, and meat more than offset higher prices for bellies and 
sugar. In the farm products group lower prices for cotton, wheat, 
and steers were offset by higher prices for grains, rye, hogs, and eggs, 
and the index for the composite group remained unchanged. The 
index for the miscellaneous commodities group declined, chiefly be- 
cause of lower prices for cottonseed meal and linseed meal. The index 
for the textiles group fell slightly. The sharpest drop for any of the 
composite groups was in the building materials group; lower prices 
for oak flooring caused the index to decline 2% from the level of the 
previous week. The index for fertilizer materials declined slightly. 
An increase in the price of sodium phosphate caused a rise in the 
chemicals and drugs index. 

A revision of the fertilizer materials index has just been com- 
pleted and was put into effect during the latest week. 

During the week 20 price series in the index declined and 15 
advanced; in the preceding week 20 declined and 21 advanced; in 
the second preceding week 14 declined and 24 advanced. 


WEEKLY WHOLESALE COMMODITY PRICE INDEX 


Compiled by The National Fertilizer Association 
1935-1939—100* 


J 


% Latest Preceding Month Year 
Each Group Week Week Ago Ago 
Bears to the Group Jan, 25, Jan. 18, Dec. 28, Jan. 26, 
Total Index 1947 1947 1946 1946 
25.3 kL AE Ne EI Techs Se 214.0 4214.5 214.3 141.3 
i eS a eee 266.3 262.6 259.9 146.6 

Covenseen - Oil... 347.6 330.5 319.1 163.1 

23.0 to ee 226.1 226.1 229.1 168.8 
POI reAd Sa crsipaieta ics Bich bina ccabicmapanin Spthice tie 294.6 296.6 322.8 237.8 

RIE ices on aechshs ds caseriplge dt eintaecenipab seule 198.0 199.0 198.0 169.7 

SR es ae Op oe ae, ne er 227.1 226.4 225.9 157.8 

17.3 0 er ae ee ees 157.6 157.6 157.6 129.1 
10.8 Miscellaneous Commodities____- ~~. 151.3 152.5 157.0 133.5 

8.2 da dicen iniciesenchensblices tunes ccdetneaiin 212.9 213.6 216.3 159.8 

7.1 p | EELS Re We Sere ne 142.3 142.4 139.2 110.2 

6.1 Building. Materials. _........-........ 212.9 r216.8 207.0 160.4 

5 Chemicals and Drugs__---_--~_--~. 153.8 153.3 152.9 127.0 

a Peraueer . Baers... ~~... 125.6 125.8 124.0 116.4 

can Be cath i has dnssoh picts Lieclectenptienine 131.2 131.2 129.6 119.8 

P| PORE: 7 SOG oc ctrecticctecctindicmas 120.8 120.8 120.8 105.2 

190.0 Al STOUDS COMBINE. deen nn 189.0 r189.8 189.9 141.8 


*Indexes on 1926-1928 base were: Jan. 25, 1947, 147.2; Jan. 18, 1947, r147.9, and 
Jan. 26, 1946, 110.5 
r Revised. {Correction, 





NYSE Reports Short Int. 
On Jan. 15, lower 


The New York Stock Exchange 
reported on Jan. 18, that the short 
interest as of the close of busi- 
ness on the Jan. 15, 1947, settle- 
ment date, as compiled from 
information obtained by the New 
York Stock Exchange from its 
members and member firms, was 
798,081 shares, compared with 
893,178 shares on Dec. 13, 1946, 
both totals excluding short posi- 
tions carried in the odd-lot ac- 
counts of all odd-lot dealers. As of 
the Jan. 15, 1947, settlement date, 
the total short interest in all odd- 
lot dealers’ accounts was 63,715 
shares, compared with 42,682 
shares on Dec. 13, 1946. 

The report added: 

Of the 1,335 individual stock 
issues listed on the Exchange on 
Jan. 15, 1947, there were 46 issues 
in which a short interest of 5,000 
or more shares existed, or in 
which a change in the short posi- 
tion of 2,000 or more shares oc- 
curred during the month. 

The following table compiled by 
us shows the amount of short in- 
terest during the past year: 

1946— 


. a Eee 1,270,098 
ee en ee 1,181,222 
| Age Re Oo aR tear 1,015,772 
Po Tage SSS ei ee ee 994,375 
pg eae 1,022,399 
Re RE Se i al? 867,891 
|g) REE: 2 849,698 
I a toc nencbinwtiamnie culcaterai 732,649 
Re tr oe ee 627,964 
Se as nceteirin un.:chindeaciass cadet 757,215 
RY a eee 927,002 
ge SO a Sarees ee 893,178 
1947— 
* iy, SRR ae aT 798,081 





NYSE Odd-Lot Trading 


The Securities and Exchange 
Commission made public on Jan. 
15 a summary of complete figures 
showing the daily volume of stock 
transactions for odd-lot account 
of all odd-lot dealers and special- 
ists who handled odd lots on the 
New York Stock Exchange for the 
week ended Jan. 11, 1947, continu- 
ing a series of current figures be- 
ing published by the Commission. 
The figures are based upon re- 
ports filed with the Commission 
by the odd-lot dealers and spe- 
cialists. 

STOCK TRANSACTIONS FOR THE ODD- 
LOT ACCOUNT OF ODD-LOT DEALERS 


AND SPECIALISTS ON THE N. Y. 
STOCK EXCHANGE 


Week Ended Jan. 11, 1947 


Odd-Lot Sales by Dealers-— Total 
(Customers’ purchases) For Week 
Number of orders 27,883 
Number of shares 795,111 
Dollar value $31,189,163 


Odd-lot Purchases by Dealers— 
(Customers’ sales) 
Number of Orders: 
Customers’ short sales ? 373 








Customers’ other sales 21,541 
Customers’ total sales 21,914 
Number of Shares: 
Customers’ short sales____ 15,022 
*Customers’ other sales 587,809 
Customers’ total sales 602,832 
Dollar value__ $22,768,646 
Round-lot Sales by Dealers— 
Number of Shares: 
Short sales — 0 
FOther sales__- 151,120 
Total sales _ 151,120 
Round-lot Purchases by Dealers— 
Number of shares ts 4 320,760 


*Sales marked ‘‘short exempt” are re- 
ported with ‘other sales.” 

tSales to offset customers’ odd-lot or- 
ders, and sales to liquidate a long position 
which is less than a round lot are reported 
with ‘‘other sales.”’ 








Cadmus Managing Dir. of 


Inst. of Internal Auditors 
Effective Feb. 1, Bradford Cad- 
mus becomes Managing Director 
of The Institute of Internal 
Auditors, Inc. Mr. Cadmus will 
be the active administrative di- 
rector of The Institute under the 
executive officers and the Board 
of Directors. Mr. Cadmus was 
Assistant Comptroller of Standard 
Brands, which position he re- 
signed to become Managing Di- 





rector of The Institute. 


’ 
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Daily Average Crude Oil Production for Week 
Ended Jan. 18, 1947 Increased 93,050 Barrels 


The American Petroleum Institute estimates that the daily 
average gross crude oil production for the week ended Jan. 18, 
1947, was 4,623,950 barrels, an increase of 93,050 barrels per day 
over the preceding week and a gain of 18,000 barrels per day over 
the corresponding week of last year. The current figure, however, 
was 16,050 barrels below the daily average figure of 4,640,000 bar- 
rels estimated by the United States Bureau of Mines as the require- 
ment for the month of January, 1947. Daily production for the four 
weeks ended Jan. 18, 1947, averaged 4,629,200 barrels. The Insti- 
tute’s statement further shows: 


Reports received from refining companies indicate that the in- 
dustry as a whole ran to stills on a Bureau of Mines basis approxi- 
mately 4,776,000 barrels of crude oil daily and produced 14,653,000 
barrels of gasoline; 2,358,000 barrels of kerosine; 5,495,000 barrels of 
distillate fuel, and 8,156,000 barrels of residual fuel oil during the 
week ended Jan. 18, 1947; and had in storage at the end of that week 
98,013,000 barrels of finished and unfinished gasoline; 15,544,000 bar- 
rels of kerosine; 52,726,000 barrels of distillate fuel, and 50,539,000 
barrels of residual fuel oil. 


DAILY AVERAGE CRUDE OIL PRODUCTION (FIGURES IN BARRELS) 


State Actual Production 
Allow- Week Change 
ables Ended from 
Begin. Jan. 18, Previous 
Jan. 1 1947 Week 


49,900 
250 
7,850 
5,600 
2,450 
17,200 
194,700 
27,650 
42,250 
+700 
*+257,050 
*363,650 


*B. of M. 

Calculated 
Requirements 

January 


48,200 


8,400 
7,600 


4 Weeks 
Ended 

Jan. 18, 
1947 


48,450 
250 
7,600 
5,350 
2,250 
17,700 
196,800 
29,300 
42,250 
650 
246,400 
363,900 


Week 
Ended 
Jan. 19, 
1946 
47,700 
100 
8,100 


**New York-Penna._ 


**West Virginia ____ 
**Ohio—Southeast __) 
Ohio—Other 

Indiana 

Diinois 

Kentucky 

ee 

Nebraska 

Kansas 270,000 391850 
362,400 91,8 
19,100 
133,100 
412,150 
206,500 
33,700 
301,000 
99,450 
34,000 
27,600 
464,700 
118,250 
82,050 


19,000 
133,750 
416,250 
207,400 

34,050 
306,900 

99,400 

34,200 anil 

27,650 emenen 
478,450 
118,150 

81,700 


East Texas 
Other Dist. 
District VII-B 
District VII-C 
District VIII 
District IX 
District X 


2,000,800 





Total Texas 2,030,000 $1,922,422 1,931,600 1,956,900 





North Louisiana 
Coastal Louisiana ___ 


94,750 
313,650 


94,350 
312,350 


79,950 
288,850 





Total Louisiana __- 382,000 446,426 408,400 406,700 368,800 





Arkansas 
Mississippi 
Alabama 


76,000 
62,000 

2,000 
98,000 


93,000 
24,000 
33,000 
838,000 


4,640,000 


81,909 72,150 
84,550 
600 
103,000 
450 
112,700 
21,000 
38,850 
881,400 


4,623,950 


73,100 
85,250 
850 
102,800 
450 
104,500 
21,700 
38,050 
878,000 


4,629,200 


77,500 
56,600 
600 
98,000 
450 
100,750 
19,504 
23,600 
847,500 


4,605,950 


109,000 


Colorado 
California 


Total United States_ 


+ 11,100 
+ 93,050 


$842,000 








**Pennsylvania Grade (included above)___ 63,350 + 1,050 61,400 60,100 


*These are Bureau of Mines calculations of the requirements of domestic crude oil 
based upon certain premises outlined in its detailed forecasts. ‘They include the 
condensate that is moved in crude pipelines. The A. P. I. figures are crude oil only. 
As requirements may be supplicd either from stocks or from new production, con- 
templated withdrawals from crude inventories must be deducted, as pointed out by 
the Bureau, from its estimated requirements to determine the amount of new crude 
to be produced. 


tOklahoma, Kansas, Nebraska figures are for week ended 7:00 a.m. Jan. 16, 1947. 


tThis is the net basic allowable as of Jan. 1 calculated on a 31-day basis and 
includes shutdowns and exemptions for the entire month. With the exception of 
several fields which were exempted entirely and of certain other fields for which 
shutdowns were ordered for from 9 to 13 days, the entire state was ordered shut down 
for 9 days, no definite dates during the month being specified; operators only being 
required to shut down as best suits their operating schedules or labor needed to 
operate leases, a total equivalent to 9 days shutdown time during the calendar month. 


§Recommendation of Conservation Committee of California Oil Producers. 


CRUDE RUNS TO STILLS; PRODUCTION OF GASOLINE; STOCKS OF FINISHED 
AND UNFINISHED GASOLINE, KEROSINE, GAS OIL AND DISTILLATE FUEL, 
AND RESIDUAL FUEL OIL, WEEK ENDED JAN. 18, 1947 


(Figures in thousands of barrels of 42 gallons each) 


Figures in this section include reported totals plus an 
estimate of unreported amounts and are therefore on a 
Bureau of Mines basis 


§Gasoline tFinished 
% Daily Crude Runs Product’n and 
Refin’g to Stills at Ref. Unfin. 
Capac. Daily % Op- Inc. Nat. Gasoline 
Report’g Av. erated Blended Stocks 


99.56 704 83.9 1,903 21,117 


313 
240 


2,755 
1,403 
988 
3,439 
1,052 
174 








tStks. of {Stks 

Gas Oil of 

& Dist. Resid. 
Fuel Fuel 
Oil oil 


18,444 7,135 


tStocks 
of 
Kero- 
sine 
7,259 


District— 


East Coast 
Appalachian— 
y 273 
193 
3,475 
1,124 
712 
6,936 
1,957 
120 


372 
72 
1,464 
732 
279 
2,977 
1,302 
359 


510 
90 


4,843 
2,044 
442 
10,053 
3,681 
622 


76.3 
84.7 


87.4 
78.3 
59.8 
89.2 
97.4 
55.9 


105 
56 
802 
399 
211 
1,139 
324 
61 


73.4 
106.5 


92.2 
85.1 
63.9 
92.9 
100.9 
48.4 


2,544 
979 


18,756 
9,360 
3,840 

15,035 
5,579 
1,749 


District No. 2 
Ind., tl., Ky 
Okla., Kans., 
Inland Texas 
Texas Gulf Coast__-_ 
Louisiana Gulf Coast_— 
No. La. & Arkansas_— 
Rocky Mountain— 
New Mexico 
Other Rocky Mt.__-~ 
California 


41 
532 
28,041 


110 
2,240 
16,704 


15 
83 
630 


33 
411 
11,553 


11 84.6 36 
129 78.2 419 
825 83.0 1,931 





Total U. S. B. of M. 
basis Jan. 18, 1947_ 
Total U. S. B. of M. 
basis Jan. 11, 1947_ 


Total U. S. B. of M. 
Jan. 19, 1946 4,575 13,370 +101,109 


*Includes unfinished gasoline stocks of 17,954,000 barrels. tIncludes unfinished 
gasoline stocks of 8,361,000 barrels. tStocks at refineries, at bulk terminals, in 
transit and in pipe lines. §In addition, there were produced 2,358,000 barrels of 
kerosine, 5,495,000 barrels of gas oii and distillate fuel oil and 8,156,000 barrels 
of residual fuel oil during the week ended Jan. 18, 1947, as compared with 2,001,000 
barrels, 5,820,000 barrels and 7,801,000 barrels, respectively, in the preceding week 
and 2,217,000 barrels, 5,342,000 barrels and 8,646,000 barrels, respectively, in the 
week ended Jan. 19, 1946. 


85.8 4,776 14,653 *98,013 15,544 52,726 50,539 


85.8 4,778 14,928 96,547 15,790 54,788 51,423 


9,307 31,428 37,371 





Non-Ferrous Metals — Continued Weakness in 
Silver Causes Further Drastic Price Decline 


“E. & M. J. Metal and Mineral Markets,” in its issue of Jan. 23, 
states: “So far as price changes were concerned, the action that took 
place in silver during the last week left an impression on all of the 
The sharp reduction in the price to 70°4¢ an 
ounce troy occurred in a thin market without greatly stimulating 
consumer interest. Since Dec. 4, 1946, the New York Official price 
of silver has declined a total ofe 


>. 
a 


non-ferrous metals. 


19%gc. an ounce. Foreign copper 
sold in good volume at a frac- 
tional gain for the period. Cana- 
dian authorities finally raised 
prices of copper, lead, zinc, and 
antimony to the Canadian home 
trade. Antimony in Canada is now 
29.50c. per pound.” The publica- 
tion further went on to say in part 
as follows: 
Copper 

Most operators look for a 
squeeze in copper to occur here 
after the Government disposes of 
its holdings of foreign metal to- 
ward the end of the first quarter. 
At the beginning of the year the 
supply available for possible dis- 
tribution by OMR was estimated 
at 155,000 tons. Some 55,000 tons 
of foreign copper have been ear- 
marked for January shipment to 
consumers. Temporary waiving of 
the import duty can be accom- 
plished only through the slow 
process of Congressional action, 
the industry believes. Domestic 
production is expected to increase, 
and, if consumers would limit 
their purchases to actual needs, 
the tonnages of foreign copper 
necessary to round out second- 
quarter domestic requirements 
could be reduced appreciably. The 
price situation in the domestic 
market was unchanged. Foreign 
copper averaged a shade higher 
than in the preceding week. 

Canada raised the price to Can- 
adian consumers from the war- 
time level of 11.55c. per pound to 
16.625c., effective yesterday. 


Lead 


Though the lead situation re- 
mains extremely tight, producers 
believe that January deliveries 
will be larger than in recent 
months. From present indications, 
the tonnage sold for January ship- 
ment to consumers, including lead 
released by the Government, is 
expected to amount to 60,000 tons, 
the best showing since February 
last year. Demand for lead shows 
no signs of slackening. Sales for 
the last week totaled 11,571 tons. 

Canadian consumers, effective 
Jan. 22, will have to pay 10.625c. 
per pound for lead, against the 
former price of 5c. 

The Lead Industries Association 
has asked authorities in Washing- 
ton for a retention of import 
duties on lead pigments. 

Stocks of lead at smelters and 
refining plants in the United 
States on Nov. 1, 1946, and Dec. 
1, 1946, in tons, according to the 
American Bureau of Metals Sta- 
tistics: 

In ore, matte, and 
process at smelters 
In base bullion: 

In smelters & refineries 

In transit to refineries 

In process at refineries 
Refined pig lead 
Antimonial lead 


Nov. 1 
111,457 


Dec. 1 
108,929 


in 


10,803 
3,937 
15,857 
33,315 
9,677 


185,046 


10,414 
4.452 
13,872 
38,792 
9,470 
Total stocks___._._._____ 185,929 


Zine 


Interest centered in _ action 
taken by the Canadian authorities 
in finally raising the home price 
of zinc to the basis of 10%4c., Tor- 
onto and Montreal. The former 
wartime price to Canadian coii- 
sumers was 5.15c. 

The domestic situation was un- 
changed, Prime Western continu- 
ing at 10'4c., East St. Louis. The 
American Zine Institute, at hear- 
ings before the Committee for 
Reciprocity Information, opposed 
reductions in import duties and 
requested that 1930 tariff rates be 
restored. American Metal Co. sub- 
mitted a brief in opposition to the 
import duty on zinc. In the event 
thet some duty is imposed, the 
company argued that a fair differ- 
ential between slab zinc and ore 
should obtain. 





Antimony 


National Lead Co. announced 
last week that spot antimony for- 
merly distributed ex warehouse 
Jersey City will be shipped from 
its plant in Perth Amboy, N. J. 
Pending final determination of 
handling charges, the spot quo- 
tation for the New York area is 
more or less nominal. It was es- 
tablished at 29.562c. per pound by 
adding freight charges to the f.o.b. 
Laredo, Texas, quotation of 28.625c. 
per pound for 99.5% antimony, 
packed in cases. 

Tin 

The British Ministry of Suppiy 
announced on Jan. 20 that its buy- 
ing prices for Malayan and Niger- 
ian tin will remain unchanged 
until further notice. Tin is being 
purchased on the basis of £370 
per long ton, Penang and Singa- 
pore. The settlement basis for 
Nigerian concentrates is £375 10s. 
British trade authorities estimate 
world’s production of tin for 1947 
at 130,000 to 142,000 long tons. 

There were no new develop- 
ments in regard to the renewal of 
the Bolivian tin contracts. Nego- 





tiations are expected to begin 
soon. It is known that the Boliv- | 
ian producers expect to obtain 
around 76c. per pound for tin con- | 
tained, owing to rising costs. 


| 
The market here was un-| 
changed. Straits quality tin for | 
shipment was nominally as fol-| 
lows, in cents per pound: 
Jan. Feb. 
70.000 70.000 
70.000 70.000 
70.000 70.000 
70.000 70.000 
Jan, 70.000 70.000 70.000 
Jan. 70.000 70.000 70.000 


Chinese, or 99% tin, 69.125c. 


16 
17. 
18 
20 
21 


99 
aoc 


Jan. 
Jan. 
Jan. 


Jan. 70.000 


Quicksiiver 


The Metallurgical Co., Ltd., do- | 
ing business in London and the} 
Scandinavian countries, has been | 
named sales agent for Mercurio | 
Europeo for the United States. 
The firm is not well known in 
domestic quicksilver circles, and 
prospective buyers have been 
asked to contact the London office 


| cording to the 


January 


70.000 r 


| August 

| september 
| October 

| November 


for price information. It is known, 
however, that the Cartel’s asking 
price for the present is $67.50 per 
flask, in bond, New York, equiva- 
lent to roughly $86.50 duty paid. 
Those who had been counting on 
a firmer price from that direction 
were disappointed. The market 
here on spot metal continued at 
$88 to $92 per flask. Demand was 
moderate. 
Silver 


A further drastic price reduc- 
tion occurred in silver during the 
last week, establishing the New 
York Official quotation at 70%c. 
an ounce on Jan. 20, the lowest 
price named here since June 28, 
1946. It was the largest loss sus- 
tained in a single day since Dec. 
8, 1920. Absence of consumer buy- 
ing and growing pressure to dis- 
pose of metal still overhanging 
the market from the period when 
higher prices appeared to be im- 
minent (first half of 1946) caused 
silver merchants to bring down 
the price to a level that is ex- 
pected to result in improved con- 
sumer buying. Supply of free 
metal has exceeded demand for 
more than two months. 

Output of refined silver in the 
United States amounted to 6,561,- 
000 oz. troy in November, against 
5,639,000 oz. in October, the Amer- 
ican Bureau of Statistics reports. 
Production of silver from ore and 
bullion of foreign origin increased 
from 2,699,000 oz. in October to 
4,000,000 oz. in November. Refin- 
eries in this country produced 45,- 
368,000 oz. of silver in the Jan.- 
Nov. period of 1946, of which ap- 
proximately 18,449,000 oz. was do- 
mestic metal and 26,919,000 oz. 
was foreign. 

The record of production, ac- 
Bureau, for the 
eleven months, in troy ounces, 
follows: 

Domestic 
Origin 
2,153,000 
1,495,000 

513,000 

344,000 

409,000 
1,063,000 
1,395,060 
2,583,000 
2,993,000 
2,940,000 ,699, 000 
2,561,000 4,000,000 

Imports of ore and base bullion 
in November amounted to 2,534.- 
000 oz., against 975,000 oz. in Oc- 
tober. Imports of refined bullion 
in November totaled 4,210,000 oz., 
against 3,772,000 oz. in October. 

Exports of refined bullion in 
November amounted to 323,000 
o0z., against 104,000 oz. in October, 
the Bureau reports. 


Foreign 
Origin 

3,654,000 
501,000 
535,000 
126,000 
089,000 
739,000 
293,000 
783,000 
500,000 


1946: 


IWNN eee Fe to 


DAILY PRICES OF METALS (“E. & M. J."”" QUOTATIONS) 


—Electrolytic Copper— 

Dom. Refy. Exp. Refy. 
19.225 20.025 
19.225 20.000 
19.225 19.925 
19.225 19.925 
19.225 20.025 
19.225 19.925 


19.225 


Jan. 
Jan. 
Jan. 
Jan. 
Jan. 
Jan. 22 


Average 19.971 


Straits Tin, 
New York 
70 000 
70.000 
70 000 
70.000 
70.000 
70.000 


70.000 


Zinc 
St. Louis 


10.500 
10.500 
10.500 
10.500 
10.500 
10.500 


10.500 


Lead- — 

New York St. Louis 
13.000 12.800 
13.000 12.860 
13.000 12.800 
13.000 12.800 
13.000 12.800 
13.000 12.800 


12.800 


13.006 


Average prices for calendar wee kended Jan. 18 are: Domestic 
copper f.o.b. refinery, 19.225¢; export copper, f.o.b. refinery 19.954¢; 
Straits tin, 70.000¢; New York lead, 13.000¢; St. Louis lead, 12.800¢; 
St. Louis zinc, 10.500¢ and silver, 79.650¢. 


The above quotations are “E. & M. J. M. & M. M’s” appraisal of the major United 


States mazkets, based on sales reported by producers and agencies. 


They are reduced 


to the basis of cash. New York or St. Louis, as noted. All prices are in cents per pound. 
Copper, lead and zinc quotations are based on sales for both prompt and future 
deliveries; tin quotations are fo™ vromot delivery only. 


In the trade, domestic copper prices are quoted on a delivered basis: 
As delivery charges vary with the destination, the 


delivered at consumers’ plants. 


figures shown above are net prices at refineries on the Atlantic seaboard. 


that is, 


Delivered 


prices in New England average 0.275c. per pound above the refinery basis, effective 


Jan. 2, 1947. 


Effective March 14, the export quotation for copper reflects prices obtaining in 
the open market and is based on sales in the foreign market reduced to the f.o.b. 


refinery equivalent, Atlantic seaboard. On f.a.s. 


transactions we deduct 0.075c., for 


lighterage, etc., to arrive at the f.o.b. refinery quotation. 
Quotations for copper are for the ordinary forms of wirebars and ingot pars. 








For standard ingots an extra 0.075c. per pound is charged; for slabs 0.175c. up, and 
for cakes 0.225c. up, depending on weight and dimension; for billets an extra 0.95ce. 
up, depending on dimensions and quality. Cathodes in standard sizes are sold at a 
discount of 0.125c per pound. 

Quotations for zinc are for ordinary Prime Western brands. Contract prices for 
High-grade zinc delivered in the East and Middle West in nearly all instances com- 
mand a premium of le. per pound over the current market for Prime Western but 
not less than ic. over the “E. & M. J.” average for Prime Western for the previous 


month. 
Quotations for lead reflect prices obtained for common lead only. 
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Revenue Freight Car Loadings During Week 
Ended Jan. 18, 1946 Decreased 2,885 Cars 


Loading of revenue freight for the week ended Jan. 18, 1947 
totaled 828,060 cars, the Association of American Railroads announced 
on Jan. 23. This was an increase of 78,617 cars or 10.5% above the 
corresponding week in 1946, and an increase of 50,488 cars or 6.5% 
above the same week in 1945. 


Loading of revenue freight for the week of Jan. 18, decreased 
2,885 cars or 0.3% below. the preceding week. 


Miscellaneous freight loading totaled 372,311 cars, an increase of 
9,685 cars above the preceding week, and an increase of 43,351 cars 
above the corresponding week in 1946. 


Loading of merchandise less than carload lot freight totaled 
116,318 cars, an increase of 2,138 cars above the preceding week, but 


_a decrease of 1.071 cars below the corresponding week in 1946. 


Coal loading amounted to 194,669 cars, a decrease of 8,797 cars 
below the preceding week, but an increase of 9,975 cars above the 
corresponding week in 1946. 

Grain and grain products loading totaled 57,955 cars, an increase 
of 1,762 cars above the preceding week and an increase of 3,031 cars 
above the corresponding week in 1946. In the Western Districts 
alone, grain and grain products loading for the week of Jan. 18 totaled 
39,873 cars, an increase of 2,587 cars above the preceding week and 
an increase of 3,274 cars above the corresponding week in 1946. 

Livestocks loading amounted to 18,071 cars, a decrease of 3,428 cars 
below the preceding week but an increase of 7,036 cars above the 
corresponding week in 1946. In the Western Districts alone loading of 
livestock for the week of Jan. 18 totaled 13,726 cars a decrease of 2,661 
cars below the preceding week, but an increase of 5,955 cars above 
the corresponding week in 1946. 

Forest products loading totaled 41,703 cars, a decrease of 4,942 cars 
below the preceding week but an increase of 8,806 cars above the 
corresponding week in 1946. 

Ore loading amounted to 12,737 cars an increase of 578 cars above 
the preceding week and an increase of 3,264 cars above the corre- 
sponding week in 1946. 

Coke loading amounted to 14,296 cars, a decrease of 61 cars below 
the preceding week but an increase of 4,225 cars above the correspond- 
‘ing week in 1946. 

All districts reported increases compared with the corresponding 
week in 1946, and all reported increases compared with same week in 
1945 except the Southwestern. 


1947 1946 1945 
Pate aha isp cede <ncraokenien 687,428 652,978 683,398 
week 3 Jan. 11_- — - 830,945 772,888 783,060 
-Week of Jan. 1 sae 628,060 749,443 777,572 
Total ~ 2,346,433 2,175,309 2,244,030 


The following table is a summary of the freight carloadings for 
‘the separate railroads and systems for the week ended Jan. 18, 1947. 
‘During this period 98 roads reported gains over the week ended 
Jan. 19, 1946. 
REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS 


(NUMBER OF CARS) WEEK ENDED JAN 18 
Total Loads 














i Total Revenue Received from 
Retreats Freight Loaded ra 
, ; —_ 1947 1946 1945 1947 1946 
Pap Be a 392 361 291 1,736 1,701 
Bangor & Aroostook 2,547 2,870 2,096 464 419 
eG af nS 7,446 7,488 6,051 12,997 13,388 
Chicago, Indianapolis & Louisville__. 1,436 1,146 1,250 2,361 1,874 


Central Indiana__-.— 32 47 36 48 29 























Gentral Vermont__....--—..-___-__ ws 957 1,184 961 1,972 2,244 
ee einen Sh RAO a 4,324 4,111 11,232 11,724 
Delaware, Lackawanna & Western--- 7,421 7,669 6,724 9,108 8,551 
Detroit & Mackinac__------------— ‘ 552 . 235 179 = a ; 7” 
Detroit. Toledo & Ironton__--------—- 2,975 2,037 1,689 2,234 595 
Detroit & Toledo Shore Line----~---- 464 320 250 4,416 3,368 
Grie ..--..-------_------—------- — 11,660 or 3 ron “a 14.08 
a” emit WOON ioe 4,402 ,147 a: : t 
Tanigh "Sean Mon. ac ee 137 145 128 2'846 2.278 
ps & New England___-------- a3 1,396 1,111 1,585 1,523 1,381 
—_— en be 8,559 8,296 6,757 8,442 7,678 
> NS ars —-  9£,001 2'887 2'078 4,244 4,230 
nent = eat NRE at ae 6,700 6,814 5,788 264 285 
‘oo RRNA 3,285 2,640 2,496 26 23 
of nee Ey 49,431 45,354 44,856 54,459 50,563 
wy he ty See UTR — 9,962 10,782 8.769 14475 14.700 
New York Ontario & Western__----- 808 787 187 2,555 2,096 
New York, Chicago & St. Louis__---- 6,609 5,730 6,631 15,440 13,966 
a wee Susquehanna & Western_.--— ‘ poe «is ofan 12a 8.308 
. Mc oe a at i ae 5, 65 , BOF 920° : 
seaeag- ao ee a ae 4.795 4,794 9,058 7,259 
Ee ont .a.._.._._.-_--— 1,103 966 846 16 12 
Pittsburg, Shawmut & Northern----- 270 pn : rf j ae r = 
Pittsburgh & West Virginia-_------- 817 975 012 , : 
416 362 305 1,298 1,201 
Satine -—-— 6,340 5,705 6.203 12,090 11,896 
Sensing & Lake iris eKits AI ware 5,024 5,627 3,904 31518 
Total 162,785 152,187 146,552 214,595 202,095 





SSeS 
Allegheny District— 
























































ea 651 572 803 1,542 1,164 
Akron, Canton & Youngstown----—-~ 39,550 41,195 40,688 «24,414. «24,146 
eee ST — 3033 1,897 2,433 1,956 1,008 

= 1030 ~—Ss«1,685 "355 
ee ant pee dueey.------ 6295 5204 5388 17,008 16.288 
) ene pel on 417 469 301 44 38 
men © ¢ » 

Cumberland & Pennsylvania—_------- = “<. ent 4 - 
ae alee 1,291 1,594 1,442 4,096 4.300 
" —- 1633 1497 1620 1,899 2.140 
ee araen Lines----—--- 51'615 74.684 «74,871 «58.112 «56,514 
R= ened 14555 13,931 12,586 25,711 26,058 
eee camara) “— 491045 8.443 19531 5.214 2'564 
Western Maryland 4299 4271 3,626 10,633 11,903 
Total 173,777 156,494 164,969 151,062 146,172 
eat ts Cite 35,077 30,769 28,370 12,459 11,132 
rfolk & Western 25.964 20.922 21,026 6,955 6,512 
Virginian 5,707 5,147 4,648 1,793 — 1,256 

Total 66,748 56,838 54,044 21,207 18,900 
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November Retail 


——f reigul Loaded —Connections— 
Southern District— 1947 1946 1945 1947 1946 7 
Alabama, Tennessee & Northern_____ = 280 306 409 228 276 Sales al New High 
Atl. & W. P.—W. R. R. of Ala...______. 771 711 791 2,006 1,874 
Atlantic Coast Line__________________ 16,717 13,088 14,676 10,743 10,359 Heavy Christmas buying caused 
Central of Georgia__.________________. 3,636 3,861 3,982 4,396 4,597 stetencnan 1946 t 4 ea re 
Charleston & Western Carolina_______ 413 317 402 1,689 1,447 ’ Oo retall S&S 
Re aE San a a 2,168 1,730 1,686 4,922 3,299 | reach a new high of $9.000,000,- 
Columbus & Greenville_____________ —_ 340 309 350 340 251 000, one-fourth above November 
Durham & Southern_________________ 108 51 135 795 598 |. ear ago. the Orn et snennees 
Plorida East Coast__._._____________. 3,551 3,307 3,557 1,883 1,623 y igo, the ce s 
Gainesville Midland_________________. 66 44 40 127 141 | Economics, Department of Com- 
per rage - rb = ae to oe _- merce, announced on Jan. 7. The 
regia | IGM Sear 95|/; : : 
Gulf, Mobile & Ohio_____.__........ ~~ 4496 4,356 4,781 3,979 4.044 | Increase in dollar sales of retail 
Iilinois Central System_______________ 27,258 25,914 26,534 14,714 14,133 | stores from October to November 
sguaertte at -------—- ee ~~ ae — as this year was contra-seasonal on 
acon, UU EE A i . . 
Mississippi Central__......__________ 275 240 260 410 349 | the basis of monthly changes in 
Nasbville, Chattanooga & St. L._______ 3,306 2,797 3,269 4,179 3,950| Pre-war years, says the Depart- 
Norfolk Southern__-_____---__--___ _ et —-— = 1,908 “ete ment, which added: 
Piedmont Northern.__..._...___.__ mae 436 3 82 : 66 
Richmond, Fred. & Potomac__________ 455 420 433 9,768 8,339 | . 9 November sales were nearly 
Seaboard Air Line__________ 12,986 10,190 10,711 9,244 7,875 | 5% above October and 4% above 
— +e ------------------- ea ae sa ea me August of this year, the previous 
ape weg taney pamer € apereeny gepmemmmmaaeaenel : . *| high month, after allowance for 
Winston-Salem Southbound _________ 156 129 147 936 904 ’ ~ 
seasonal factors and the differ- 
RE -—-- 133,885 120,371 126,406 115,148 105,414) ence in the number of trading 
= days. Sales of non-durable goods 
Northwestern District— stores in November were 19% 
Chicago & North Western___.___-_--~ — pod —— —_ ey eyo above a year ago and about 5% 
Chicago Great Western_____________ in 2,594 836 ,700 3,49 3,0 2 
Chicago, Milw., St. P. & Pac.....-----. 23,002 21.731 22.280 11921 11.423|@bove October, 1946, atter egy 
Chicago, St. Paul, Minn. & Omaha____. 4,440 4,043 3,384 4,441 4,331 adjustment. All major groups o 
Duluth, Missabe & Iron Range___--__— “2 —_ — ae pe stores in this category recorded 
Duluth, Sout. “sore & Atiantic_.__.__ 633 57: 64: 6 : 
Elgin, Joilet & Eastern____________-__ 9,486 6,624 9,069 11,894 10,52g|1mereases from October to 
Ft. Dodge, Des Moines & South_______. 548 455 332 153 140 | November. 
Great Northern font 11,610 11,623 11,268 eo _— “Food store sales rose sharply 
Green Bay & Western__ 6 84 6 ° w high in 
Lake Superior & Ishpeming__-___---—- 357 310 290 57 69 a  eatped to a ne I yepartley 
Minneapolis & St. Louis_____._._._______ 2,954 2,387 1,964 2,594 2,503 ovember and were up oU'% 
Minn., St. Paul & S. 8. M.___-_______ in 5,244 5,585 4,756 3,336 neon pared with November, 1945 due to 
Northern Pacific 9,978 9,566 9,677 4,670 , s tantial price increases. No- 
Spokane International 125 99 256 523 445 a He ge pe thei sage tc 
Spokane, Portland & Seattle... 1,968 2,124 2,322 2,472 2,490 | vember Sales Of s ; ~ 
eral merchandise group increased 
Total 90,665 85,713 85,396 67,574 63,648 25% compared with November, 
1945. Sales of filling stations and 
Central Western District— O1- 
atch., Top. & Santa Fe System_---___ 27,662 22,406 © -24,115 += «10,457 ~—Ss 9, 728 | OTUs a ng up _— ae: 
Alton 3,236 2,673 3,454 3,309 3,210| apparel stores, 9%; and _ eating 
anon & Cone as 08 Pe 268 ve 2 E us ™ = and drinking places, 6%. Sales of 
, Burlington & Quincy._..._.. . 1 3 . , t ontinued 
Chicago & Illinois Midland___--------___3,526 3,314. (3,237 830 888 er age oe a tet Seceaenie 
Chicago, Rock Island & Pacific__._____- 14,360 12,756 12,527 13,215 12,079 elr upwar rena in NOV . 
Chicago & Eastern Illinois__________ ine on 2,984 2,801 ss +e Sales of these stores were 3% 
Colorado & Southern 74 647 721 1,709 536 higher 
Denver & Rio Grande Western________ 3,796 3,293 3,860 4.855 4.405 at. wre — 60% hig 
Denver & Salt Lake_______________ aces 943 868 772 53 51 an November, . ' 
Fort Worth & Denver City__._______ ‘se 1,218 820 758 1,421 1,148 “The automotive group, includ- 
lilinois Terminal____ ,378 2,146 2,103 1,639 1,523 | 3 ‘ 1 
Missourt-Illinois 1,012 826 876 464 454 | 128 t — ne ca a 
Nevada Northern___ nae 1,452 1,320 1,465 143 141} Parts ana accessor , CO 
North Western Pacific 895 591 674 661 658 | tinued to record spectacular gains 
Peoria & Pekin Union 16 37 12 0 —_— wi 
Southern Pacific (Pacific)... 28,293 27,255 29,468 10,432 10,082 | OVET 1945 — with November sales 
Toledo, Peoria & Western 24 0 300 130 112% above a year ago. Home 
Union Pacific System 18,026 16,490 17,859 12,952 11,884 ee x 
Utah y 1,059 $81 509 ; g| furnishings store sales increased 
Western Pacific___ 1,846 1,823 1,715 2,966 3,404 53% and sales of the building ma- 
Total 135,613 122,558 127,936 80,585 75,676| terials and hardware group 36% 
from sales a ear ago. After 
Southwestern District— y g 
Burlington-Rock Island 209 255 368 472 455| seasonal adjustment November 
Gulf Coast Lines_____ 5,439 4,333 7,032 2,449 2,294 , 
International-Great Northern________. 2115 1,646 2'485 3.614 3:200 | Sales in all of these groups were 
tK. O. & G.-M. V.-O. C.-A.-A.__----_-. 1,401 1,282 1,240 1,294 1,687 | from 3 to 5% above October. 
<ansas Citv Southern 3,133 2,525 4,615 2,907 3,031 na A 
Louisiana & Arkansas 2,213 2010 3,475 2.539 2,180 Jewelry store sales in Novem- 
uatchuseid 6 Madison____.__________ cs 404 293 337 1,588 1,239 F " 
efisscuri &@ Arkansas..__.._........__. 0 154 127 0 354 ber continued to show the slacken 
Missouri-Kansas-Texas Lines_________ 5,125 4,868 6,664 4,198 4,003} ing in the rate of increase over 
Missouri Pacific 18,296 15,310 17,019 15,180 14,012 : : 
Quaneh Acme & Pacific__.._________- 207 82 54 220 135| the previous year that was in- 
St. Louis-San Francisco_____________- 10,387 9,050 9,372 7,483 7,526 | a; F 
St. Louis-Southwestern a 2,800 2,326 3,369 4,998 4,791 dicated in October. November 
Dexas & New Orleans______________._ re sees 11.369 5,468 5,196} sales of these stores were 5% 
Texas & Pacific____ * se ,819 6,722 6,006 
Wichita Falls & Southern___--__-___ “ 90 71 92 58 63| above a year ago and, after 
Weatherford M. W. & N. W.__.---_ — 26 65 32 18 11 seasonal adjustment, about the 
Total 64,587 55,282 72,269 59,838 56,183 | Same as in the previous month.” 
eines sn an enaeetanl 





tIncludes Kansas, Oklahoma & Gulf Ry., Midland Valley Ry. and Oklahoma City- 


Ada-Atoka Ry. 


NOTE—Previous year’s figures revised. 





Weekly Statistics of Paperboard Industry 


We give herewith latest figures received by us from the National 
Paperboard Association, Chicago, IIl., in relation to activity in the 


paperboard industry. 


The members of this Association represent 83% of the total 
industry, and its program includes a statement each week from each 
member of the orders and production, and also a figure which indi- 
cates the activity of the mill based on the time operated. These 
figures are advanced to equal 100%, so that they represent the total 


STATISTICAL REPORT—ORDERS, PRODUCTION, MILL ACTIVITY 





industry. 
Orders 
Period Received 

1946—Week Ended Tons 
i, ORR eee ae 223,117 
i ER Pere caee or 158,176 
| ER eee 155,589 
ae 155,140 
OR Aen 205.422 
A PRS Sa ee 185,047 
See 138,100 
Sa es 145,507 
A ae 153,574 
AEE NEE Ee apa 207,137 
SS Ee a Se ae eee 167,937 
Dec. 21 sm 144,083 
RN 99,555 
Period 
1947—Week Ended 

le sus tecbnteniaienenaiae 196,927 
Rs caliente pcicbiciad alates deans 171,420 
| Rg SS ES DER 173,851 


NOTES—Unfilled orders of the prior week, 
do not necessarily equal the unfilled orders at th 
reports, orders made for or filled from stock, and other i 


ments of unfilled orders. 


Unfilled Orders 


Production 
Tons Tons 
172,354 619,581 
169,988 605,059 
161,534 598,569 
175,440 572,188 
174,752 601,787 
175,906 613,752 
170,411 580,331 
170,533 554,982 
162,353 545,042 
172,417 578,742 
175,640 571,179 
172,275 543,675 
109,210 532,773 
142,338 588,406 
178.043 580.026 
178,556 577,269 


Remaining Percent of Activity 


Current Cumulative 


100 
99 
98 

101 

100 

102 

101 

100 
94 
99 

102 

102 
66 


85 
102 
103 


85 
94 
97 


plus orders received, less Production, 


e close. 


Compensation for delinquent 
tems made necessary adjust- 


Market Transactions 
In Government Liens 
During December 


During the month of December, 
1946, market transactions in di- 
rect and guaranteed securities of 
the government for Treasury in- 
vestment and other accounts re- 
sulted in net sales of $20,300,000, 
Secretary Snyder announced on 
Jan. 17. 

The following tabulation shows 
the Treasury’s transactions in 
government securities for the last 








two years: 
1945— 

ree le $67,475,000 sold 
CO, are 48,131,000 sold 
IIE coaches a aden 2,940,000 sold 
April _ esi 55,600,000 sold 

i ae 5 ele eee 34,400,000 sold 

June __ bhatt 56,414,050 sold 

/ sp aS 17,000,000 sold 
August ani aoe 150,000 sold 
September _____.__ 12,526,000 sold 
October ____- 300,000 purchased 
November __ No sales or purchases 
December _______. No sales or purchases 

1946 

ees $8,137,000 sold 
|, 700,000 sold 
i, aa No sales or purchases 
I i Sanco ca hi 3,300,000 purchased 
_ EA og eae 385,000 purchased 
SS RC SR ess 69,800,000 sold 
RA ee 157,800,000 sold 
RAR 41,211,700 sold 
September ...___-_ 74,053,450 sold 
Qeoeeer. 6-3 122,954,250 sold 
November - ..___. 57,572,000 sold 
December —....... 20,300,000 sold 
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‘Practically On Its Own?” 


“These changes [relaxation of controls] signify 
that in moderate-price range of homes for sale, 
private industry is practically on its own again. 

“Most of the responsibility borne by the govern- 

ment under a war-depleted econ- 
omy during the past year has 
now, under improved conditions, 
been returned to the established 
avenues of private industry.”’— 


Housing Expediter 


Frank R. 


Creedon and National Housing 
Administrator Raymond M. Foley. 


“After all, Mr. Creedon and 
Mr. Foley simply say that aside 
from the fact that nothing costing 
more than $400 can be built with- 


Herbert U. Nelson 


out a Federal permit; aside from 


the fact that it is against the law 

to build a house with more than 
1,500 square feet; aside from the fact that a second 
bathroom in a new house is a crime; aside from the 
fact that only the government can decide how much 
industrial and commercial construction we are to 
have; aside from all these restraints, ‘private in- 
dustry is practically on its own again.’ ”—Herbert 
U. Nelson, Vice-President of The National Associa- 


tion Real Estate Boards. 


All statements that business is practically on its 
own—particularly if there is an implication that 
it is henceforth responsible for this or that — need 
to be closely examined as Mr. Nelson has analyzed 


this one. 





No Depression Now— 
But Perhaps Later 


(Continued from first page) 


covered. A decade or more later, 
however, he received a_ hay- 
maker. Merely because such has 
been our past experience does 
not mean we must go through the 
same trials again. Human beings 
have memories and they may act 
differently. Whether they will 
act differently, depends on the ex- 
tent to which they are willing to 
face the problems confronting 
them and do something about 
them. 

I have referred to the two types 
of economic reactions because I 
want to point out that we can- 
mot ignore the possibility of a 
fong-run readjustment even 
though we successfully meet the 
situation confronting us in 1947. 
If we take into consideration our 
censtruction and capital goods 
meeds, a decade may be required 
before the readjustment process 
is completed. Complacency and 
inaction will contribute to a repe- 
tition of the depression of the 
1930's. 

In so far as 1947 is concerned, 
we are still in the early phases 
of readjusting the economy 
from a war to a peace-time basis. 
The war upset demand and sup- 
ply relations from industry to in- 
dustry and from region to region. 
Since V-J Day, and for several 
months ahead, we will be satisfy- 
ing our non-durable consumer 
goods needs, but signs point to an 
increasing emphasis on durable 
foods such as construction and 
automobiles. Some readjustments 
accordingly will be made in pro- 
duction and employment. There is 
evidence in retailing that we are 
moving into a buyers’ market in 
many goods. There have already 
been price declines in furs, jewelry 
and some food products. Retail 
mark downs and post-Christmas 
sales have appeared. Wholesale 
food prices have dropped and the 
Secretary of Agriculture has ex- 
pressed the belief that retail food 
prices will level off for several 
months and then decline later in 
the year. Undoubtedly, further 
readjustments in some prices are 
imperative. Such changes are to 
be expected. 

If industrial efficiency is in- 
creased, living costs, relative to 


income, can be improved further. 
Reduced unit costs from greater 
efficiency passed on to the con- 
sumer in the form of lower prices, 
will increase real purchasing 
power. This would be an impor- 
tant contribution in preventing 
a depression. 

There is greater optimism to- 
day than a few months ago that 
1947 can be a year of orderly 
readjustments. If it is, we should 
not lose sight of the fact that the 
possiblities of a severe post-war 
depression may confront us in the 
more distant future. A “new era” 
psychology may develop, as it did 
after the last war, to blind us to 
the danger signals present. The 
growing rigidities in our economy 
may make more difficult the long- 
run war-to-peace adjustments. 
Our problem has not been made 
easier by the early withdrawal of 
war-time controls. Private enter- 
prise was handed the job of re- 
storing order to our badly dis- 
arranged economy. Our vast funds 
of spendable dollars are an in- 
strument for good or bad, depend- 
ing on the use to which and when 
they are put. We have, today, 
three times as many spendable 
dollars as we had in 1939. Short- 
ages of capital goods and an am- 
ple supply of funds may con- 
tribute in the future to an ex- 
cessive investment boom such as 
we experienced in the 1920's. 

What can we do to insure a 
long-run prosperity and avoid 
that future potential depression? 
The government can utilize its 
taxing and spending power. Price 
readjustments within the economy 
itself can be made and un- 
doubtedly will be made. We can 
develop a psychological attitude 
that does not blind us to the facts 
of economic life. Finally, and per- 
haps most important of all, coop- 
eration between management and 
labor is essential. In my judgment, 
the next decade will be the real 
test for free collective bargaining 
in America and I am confident 
that there are enough far-sighted 
persons on both sides to insure 
a realistic cooperation based on 
the separate interests of each 





group within the framework of 
the public interest. 


Items About Banks and Trust Companies 


The Bank of Bluffs, Bluffs, Il. 
became a member of the Federal 
Reserve System on Jan. 13, it was 
announced by the Federal Reserve 
Bank of St. Louis, which said: 

“The new member started as a 
private bank in 1893, and was 
chartered as a State bank on Sept. 
23, 1920. It has a capital of $50,- 
000, surplus of $10,000 and total 
resources of $1,035,178. Its offi- 
cers are: J. A. Knoeppel, Presi- 
dent; C, R. Wills, Vice-President 
and Cashier, and Vera H. Mc- 
Caleb, Assistant Cashier. 


The board of directors of the 
Boatmen’s National Bank of St. 
Louis announced the election on 
Jan. 15 of Tom K. Smith as Chair- 
man of the Board; Harold T. Jol- 
ley as President and Albert 
Wagenfuehr as Chairman of the 
Executive Committee. 


Following the annual meeting 
of the board of directors of Mer- 
cantile-Commerce Bank and Trust 
Company, St. Louis, held on Janu- 
ary 13, it was announced that W. 
L. Hemingway, President of the 
bank since 1933, had been ad- 
vanced to the position of Chair- 
man of the board from which post 
he will continue his active duties 
with the bank. Mr. Hemingway 
served as President of the Amer- 
ican Bankers Association in 1942. 
He was recently elected a mem- 
ber of the board of directors of 
the Chamber of Commerce of the 
United States. At the same meet- 
ing, Gale F. Johnston, Vice-Pres- 
ident of Metropolitan Life Insur- 
ance Company of New York, was 
elected President and will assume 
his new duties February 1. 


The election of J. Howard Fer- 
guson to the Executive Vice-Pres- 
idency of The United States Na- 
tional Bank of Denver, Colo., on 
Jan. 14 by Thomas A. Dines, Pres- 
ident of the bank, following tne 
Janu y meeting at the board of 
direct <s. 

Mr. Ferguson joined the bank in 
September, 1945, as Vice-Presi- 
dent, following many years’ ex- 
perience in banking in New York 
City. He attended the University 
of Nebraska, where he was gradu- 
ated in May, 1924, with a Bach- 
elor of Science in Business Ad- 
ministration. Between 1924 and 
1929, he worked in various capaci- 
ties with the General Electric 
Company at Harrison, N. J., and 
with the National Bank of Com- 
merce and the French American 
Banking Corporation in New York 
City. In 1929 he went to the Com- 
mercial National Bank and Trust 
Company of New York as Assist- 
ant Cashier, and later held the 
offices of Assistant Vice-President 
and Vice-President with that 
bank, where he remained until 
going to Denver. Since his con- 
nection with The United States 
National Bank, Mr. Ferguson has 
been in charge of credit and oper- 
ations affairs. . 

Other appointments of officers 
at the directors’ meeting of The 
United States National Bank in- 
cluded that of Rollo Jacobs, for- 
merly Assistant Vice-President, 
to Cashier; Neil F. Roberts, for- 
merly Assistant Cashier, to As- 
sistant Vice-President; William 
Raukohl to Assistant Cashier; and 
M. F. Hill to the newly created 
position of Auditor. Floyd M. Wil- 
son, of Lamar, Colo., Chairman 
of the board of the National Al- 
falfa Dehydrating and Milling 
Company and a director of the 
First National Bank of Lamar, 
Colo., was elected to the board of 
directors of The United States Na- 
tional Bank. T. A. Dines is Chair- 
man of the board and President 
of the bank. 


The progress made by the An- 
glo California National Bank dur- 





ing 1946 was reported in detail on 
Jan. 14 by Allard A. Calkins, 
President, at the annual meeting 
of shareholders. 





(Continued from page 652) 


ating earnings of the bank for the 
year were $8,620,154 as compared 
with $7,468,010 for 1945. After 
deducting current operating ex- 
penses, including taxes, the net 
current operating earnings were 
$2,437,260, equivalent to $3.25 per 
share on the 750,000 outstanding | 
common shares. The 1946 net| 


operating earnings were slightly | Vice-President, 


less than those for 1945, as a re-| 
sult of increased expenses, par- 
ticularly salaries and taxes. Non- 
recurring earnings, it is an- 
nounced, amounted to $2,269,961, 
bringing total earnings and profits 
to $4,707,221 which, after provi- 
sion for losses, write-downs and 
non-recurring expenses, resulted 
in net earnings and profits of $3,- 
860,719, as compared with $2,789, - 
821 for 1945. At year-end 1946, 
book value per common share was 
$33.85, and unallocated reserves 
were equivalent to $1.98 per share, 
cr a total of $35.83 per share. 

At the end of 1946, the Anglo 
Bank had total deposits of $442,- 
676,952 as compared with $481,- 
553,686 on Dec. 31, 1945, a decline 
of $38,876,734. The decrease was 
caused entirely by withdrawal of 
United States Government de- 
posits, the total of which was re- 
duced from $76,156,915 at the end 
of 1945 to $10,290,189 at the end 
of 1946, in accord with the gov- 
ernment withdrawal program. 
These United States Government 
deposits represented chiefly funds 
of the United States held on tem- 
porary deposit and arising from 
the sale for its account of its se- 
curities. All other classes of de- 
posits increased a total of $26,989,- 
993. A marked increase is noted 
in loans and discounts, which rose 
during the year from $60,308,842 
to $94,457,673. Cash and securi- 
ties totaled $373,136,719 at year- 
end and resources $483,551,078. 
As of Dec. 31, 1946, Anglo Bank’s 
capital, surplus and undivided 
profits, not counting reserves, ag- 
gregated $25,385,060. 

During 1946 the bank estab- 
lished a branch at Fresno, thus 
bringing the total number of of- 
fices to 23, serving 13 northern 
and central California communi- 
ties. 

At the meeting Otis R. Johnson, 
President of the Union Lumber 
Company, and Herman Wobber, 
associated with the Twentieth 
Century-Fox Film Corporation 
and Wobber Brothers, were 
elected members of the board of 
directors. All officers were re- 
elected for the ensuing year. 


At the annual meeting of share- 
holders of Bank of America, all 
directors were re-elected, and at 
the directors’ organization meet- 
ing which followed, all officers 
of the bank were reappointed. In 
his annual report, President L. 
M. Giannini said that the record 
developments in the bank during 
the year just closed were shaped 
chiefly by the economic conditions 
in California after cessation of 
extraordinary government spend- 
ing, and by the keystone policy 
of conducting Bank of America 
as a utility for all the people. De- 
posit accounts, the report revealed, 


were equal to 383 accounts for | 


each 1,000 people in the state and 
included 1,328,340 checking and 
2,276,630 savings accounts. Stock- 
holders now number 155,482. Cali- 
fornia’s growing importance in 


world trade was indicated by fig- | 


ures of the bank’s International 
Banking department showing a 
259% increase in the issuance of 
letters of credit, and a 279% in- 
crease of letters of credit through 
Bank of America by foreign 
banks, 


Transfer of $2,000,000 from un- 
divided profits to surplus and 
election of John T. Tenneson, 
prominent fish packer, and three 
management representatives as 
members of the board of directors 
were voted on Jan. 14 by the Na- 


The total oper- tional Bank of Commerce of Se- 


attle, Wash. at the annual meeting 
of stockholders. Made possible by 
continued satisfactory earnings, 
the addition to surplus comes in 
accordance with the policy of the 
bank to serve the financing needs 
in communities where it has 
branches and to participate in- 
creasingly in providing the funds 
necessary for expanding industry 
generally. 

Directors, at their annual meet- 
ing, elected Raloh J. Stowell a 
and announced 
other promotions and transfers. 
Mr. Tenneson was elected a direc- 
tor of the Seattle Branch of the 
Federal Reserve Bank of San 
Francisco last March, and is now’ 
Chairman of the Seattle board. 

Of the three representatives of 
management elected to the Na- 
tional Bank of Commerce direc- 
torships, one is Carl L. Phillips. 
Promoted last September to the 
newly created office of First Vice- 
President, he had been a Vice- 
President since 1937, and joined 
the Commerce organization as a 
messenger in 1912. Arthur W. 
Faragher, who was elected a 
Senior Vice-President last Sep- 
tember, is another new director. 
Specializing in national accounts 
since 1937, he previously was a 
Vice-President and manager of 
the Central Branch, Mr. Faragher 
joined the Commerce group in 
1926 as Vice-President at the Ma- 
rine Central Bank, resigning as 
Assistant Treasurer of the Mil- 
waukee Railroad. Maxwell Carl- 
son has also become a member of 
the bank’s board. He has been 
associated with the bank since his 
graduation from Dartmouth Col- 
lege, first being employed July 1, 
1929. He was elected Vice-Presi- 
dent in charge of operations a 
year ago, and now also has major 
loan supervision responsibilities. 
Mr. Stowell, who is Manager of 
the Central Branch, has been in 
the Commerce organization since 
1927 following his graduation 
from the University of Washing- 
ton in 1927. He was elected As- 
sistant Vice-President and as~ 
signed to the Central Branch in 
Seattle in 1941, became Manager 
of the Ballard Branch at its open~ 
ing in December, 1944, and re- 
turned to Central as Manager a 
year ago. 


Total resources of Barclays 
Bank Ltd. as of Dec. 31, 1946, are 
reported at £1,230,815,657, repre- 
senting a further increase and an 
all-time high in the history of the 
institution according to cable ad- 
vices received by the New York 
Representatives of the bank at 
120 Broadway, New York City. 
Deposits have also reached a rec- 
ord figure, namely, £1,171,726,- 
108, representing an increase of 
£164 million, compared with a 
year ago. Investments are shown 
at £278,619,773 of which £267,< 
114,764 are securities of or guar- 
anteed by the British Government, 
Advances to customers have in- 
creased by approximately £31 
million and are reported at £197,- 
| $30,938. A noticeable change is 
ithat in bills discounted which 
|have increased from £95,508,899 
to £156,015,890 indicating in- 
|creased use by British commerce 
‘and industries of the bank’s fa- 
|cilities. Other asset figures are 
given as: 

Cash in hand and with the Bank 

of England, £98,964,528; Balances 
'with other banks and cheques in 
course of collection, £47,625,900; 
|'Money at call and short notice, 
| £ 67,270,600. 

Barclays Bank Ltd., one of the 
“Big Five” English Banks, re- 
|cently declared dividends at the 
|rates of 10% on the “A” stock and 
|14% on the “B” and “C” stock, 
‘which rates are identical with 
those paid for many years past. 





| The directors of Westminster 
'Bank Ltd., London, announced 
the following appointments as 
| from Jan. 1: W. T. Ford, a Joint 
|General Manager, to be Deputy 
|Chief General Manager, and A, 
'D. Chesterfield, an Assistant Gen= 
|eral Manager, to be a Joint Gen- 
eral Manager. 




















